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UNGLASSIFIED 
AlD-DW/P-311 

May), 1965 
SU1>1MARY AND RECOMMENDATIONS 

Minas Geraj,s ,Ughway Department - Improvement 

and Maintenance Program 

1. Applicant - The applicant is the State Highway Department of Minas 
Gel'ais (DER!MG). The GOB will guarantee the 10!ln. 

2. Amount - Not to exceed in total value $15.0 million as follows: 
up t o $7.5 million to cover the foreign exchange cost s for purchases 
i n the United ,tates, up t o $7.5 million for local cost financin . Addi
tionall y the USAID has already approved local currency financing i n 
the amount of Cr$9.0 billion. 

3. Total C03t - The total c9st of the proposed project is $41.2 
mlllion equivalent of which th~ foreign exchange cost is $7 . 5 million, 
and the t~tal cruzeiro cost is $33.7 million equivalent . The r ela ive 
contribut ions to financing the project are shown below: 

In Millions of Dollars 

Foreign 
Exchange Loca~ Total 

Source Cost ....QQLl Cost Per:ent 

AID 
Eng Service .4 .4 
Equipment 7.1 l 2.3Y 12..L 

Total AID 7.5 12.3 19.8 4 

DER/!'1G 
Equipment 21.4 21.4 52 

Total Cost in US$ 7.5 33.7 41. 2 
~ . 

11 Shown in US$ @$1850 - US$l.OO 

2/ Of which US$'7. 5 million is to finance local cost equal to 26.0% of 
total local cost at Cr$1850 to US$l.OO and also includes Cr$9.0 
bi-Uion already made available April 2, 1965 by a local currency loan. 



4. The Project - The project consists of a program t o incre se the 
level of the DER/MG's maintenance c~:lli~~~uaI -.ib.e require
m~9.C the3 t.at.~' {3 extensIV8~:r9-!1.ci netwg:r:~d_e~eloped over the 
2ast fjJ[teen years. The State road network, which is composed of some 
1~00 Km, is made up mostly of third and fourth class roads; t herefore 

>i s adversely affected by rains and increasing traffic. The DER/MG has 
also embarked on a program of improvemen s which is designed 
to complement the maintenance effort represented in this project . 
These i mpr ovements fall out side the capacit y of a highw~y department -
without going to "force ac.::ount" operat ions--and are t heref ore 
sho'..m i n the Department 's financial repor t s under "const ruct ion." This 
pro j ect specifi cally will include pl anning.JL.Jna.in:i:.enance program equal 

• 0 the d ema~ds of the syst em, t raining of personnel t o overcome the 
shor tage of skilled middle level st aff, t he acquisition of main enance 
equipment , and developing t he logis t ical capability r equired f or 
continui ng application of personnel and eq uipment t o maintenance of( the St ate 's roads. 

5. Purpose - The purpose of the proposed loan i s t o fi nance the 
purchase of equi pment and services bot h in t he U. S. and Br9. \" n in 
order t o t ransforln the mai ntena'1 ce depart mm t in t o /in inst i t ution 
organi zed and equipped t o maint ain t he Sta t e highway net work. 

6. Ba ckground - From JU;1e t o September 1964 the DER with the assi st 
ance of t he consul t i ng engi neeering firm of 3rown and Hoot Overseas, 
Inc. conducted a careful study of the DER's organization ,- opera t ion and 
the State's road network. Based on the results of these studies, the 
subj ect applicat ion was prepared and submitted to AID. The appli
cat ion as first submitted requested 108% AID financing. As a result 
of negotiations during the project development stage, including 
intensive review, the applicant has increased its participation to 
65% of the local cost. The DER/MG has already invested Cr$10.7 billion 
which can be attributed to t he project, and will fund from State 
Revenues another Cr$26.7 billion during ~he next 12 months. 

7. I nterest of Other Financial Agencies - Export-Import Bank has 
indicated that it has no interest in this project. A.I.D. financing 
for this project has been coordinated with planned IBRD and IDB action 
in the field of highway transportation. 

8. Views of Mission - The Mission recommends approval of the loan, 
including the proposed $7.5 million financing of 26% of the cruzeiro 
costs of the project. 

9. Statutory Criteria - All statutory criteria of the FAA of 1961 as 
amended and appropriation acts applicable to Alliance for Progress 
loans have been met. See Annex I. 
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10. Issue - Dollar Local Currency Fina'lcing - Lo:::al currency financing 

by means of a dollar loan is recommended to the extent of $7.5 million, 

a:l am01J>lt ~:quivalent to H',% of the total local cost of the project. 
Addit.iolaHy, A.I.I). has already made available C:,$9.0 billion in the 
form of' a cruzeiro loan from PL 1~80 proceeds. Originally it was planned 
t ll:if A. T. lJ. would provLie a l'L I,SO loan of' Crt~'7 billion. I!owev~T, 
,',s a result of' a i'a]l in tfw demand for wheat, increased do:nestic productior, 
':xc!Ja',f'l:; ;;uLsicl i t:~3 i !WT'8'lSf:d riom(;stic prorluc t.i WI, hi'''hcr import,s f'rom 
'\r,T'H;li"~j, ll'1"l a (~c('lint, in trw wheat price, PL 480 Generations ,:ill 
1", Si:l'st'li}! ~alJy lcJ1..:cT' than was projecs(::cl !'30me month;] cwo, and the 
t:'l' il't I'~r:id CllTTC'1CY prOiT!,rn h'-lE: heid to ],C drastically rl)duC'ed. The 
I::qw,:' (,,] l'L 4>',0 uvnilub.'LIi Lies und(;r Ulf~ curren!' avreemcnt art': enUrely 
c:oITLni Ltc;d 'I!': shO'..rn j n Jet-ail in trw clJBrt bf:!low. Thu;: FL 48(; ('e'1ETa
tjol"ls o1"".r no nS;':llr'o.'lCl) ot' f'iWl'lClllt' for the projc.,;ct. A,: n rc!':ult, 
'ilt~~ pro,i,,,'1 h~IG h·'.II cut bnck hy approximately ('I',~/•• ~ [Jill LO:I Ilno 
dollar l()(~al \~(,,' ['ill'i"('i:li' is rt;communclcd. 

'I'll,! tlr'f'/"rTlU'i!:Ii.l()11 pl"rI I'llI' Li!fc c;U[),icct pJ'O,;(;C" i:ldjr:alp:.; a purchase 
:',t~lIedul'J of' 1;' mon'le:;. ('.ollsidf.:]'ill,' !.flnt. :!O dcpo:,l !:: !'rom i hi" flre.sent 
F~C"h ~iIF;;a', II.T('<;wnt rl,:]ve lJI;c,n made :0 i,hc !~jS:c;iO'I'S nccoLUil, over PIe 
]:l:;t E'ix mOil t hi;, [l"Id in 1 idd Oi' !il'.' fact tho. t nc,'otia tiOrr1 for !l :;ix+.h 
\.flw'lf. Ai'r,cl,m.·n: ;'IV(: not. [JUCrl init.iatprl (normally at Lhi:, tilTH: of' :18'lr, 
i!ll! GOll and ii,:, ,'·lis:3iorJ would \)1} in r:j(,;"p ne,lotintions for a Wll("at 
[prel::rnecIl)., j t. i:; no+ cOlJre1vabl L I,rl!} t. cruzeiros tho. t COll1rl r-T)os:.:ibl,vtJ 	 \,f; 

t:8:1eraLt]d I'rom ,'1 proposl::ri ,(;ix:L~, ~JL'~;at. c'.!rnc:1C'y l'inanci'l" for this pr::lject. 

Tlh:: His I; 10: I ! la iJ uinearly f'x~lcJr"d c;t;vcral 11 1 U]rnu t. i Vt' ~j 1.0 i:J C'ur e 

I'll]! l'u'lriinV t.o InLet, tilt! lu(:ul ('o~jt.C) f'0T' t,his pr(),~l;ct,. Tlle Borrower's 

participation has be':'fl Incr,-,a~3ed to ())tot' loeul co::d, , which appears to 

be as 11 rre'lt a eont.:'ioution as it. (;:1n rf'lllistically be expected to 

make; and secondl.y, !,o trw f:xtVI I, pos;dble local currenci,-,s flvaiJable 

to the i'lissio!l u'1cit~I' 'lit] f;xic;: i"!(' Fif'tll ~lhc.'17, AiToemen t, have been made 

avaUah] u 1.0 tht proJ ('C i. 


As is demonstrat8cl lJelcw the allocation of' prese:ltly available 

]04(c) cruzeiros is in S11e'l finn.l for:n 'inci cO'lsLit·.1tes a level of 

finatlcing that is equal to arld possibly' [:rl::ater than the total amount 

of cruze1ros that could possibly he availaole to finance these already 

mutually avreed upon proj ects. As 1;; specifically detal.led in the 

chart below the total Cr~,123.8 billion represents over 100% of the U. S. 

DA present estimates of total generations under the Fifth Af-Tre-"ment. 


, 	 The best guesses as to the ultimate level of local cruzeiros do not 
run to amount sufficient to consider financing more than the Cr$9.0 
billion already wBde available under a local currency loan signed 
April 2, 1965 with the borrower. 
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Allocation of USAID/Brazil 
104(g) Local Currencies as of April 29, 1965 

(Cr$ in Billions) 

1. BNDE (State &Hegional) 5 
2. mmE (Private Enterprise) 23 

J. Goperl.,o 
LI • Far!lna HO:1d 
5. ~~:in'ls Gerais Highway Equipment 

/ 
C:!i;~·~f GI'. 

7. Wa t t~J' Fund 

..1
'. !'il J"l 1!IPhway &:J. u i pmem t 

() . (~nLi\ ~~ How' 
JI ). 

11. 
L~. 

13. 
14. 

15. 
j(). 

17. 
18. 

A -
B -
C -
D -
E -
F 

Gnp,,,l 
i>:1f:!,rol'I'RS 
ATFLD 

Hio<)ClO F'llulo Road 
Hio Grande Do SuI Hoad 

lWDE (other industrial projects) 
llA IlIA Hoad 
Copl~l'ho 

Hecif C) Drfrlocks 
28TOTAL = 

Non-Obli~ating Loan Agreement 

Obligated 

Internally Signed Authorization 


2 
10 
9 21 

4 
6 10 

1 
2 

4 
17 

5 29 

11.8 
14 25.8 

3.8 
3.5 
2.4 

10.0~ 
25 b 25 29.8 10.0 123.8 

Proj ects mutually Eitrreecl to by GOB and USAID - Proj ect Development Stage.. 
Programmed to Support Previously Authorized Projects 
Allocated - u~der n~rotiation 

As can be seen fro~ the above demonstration of the Mission's most 
recent breakdown of 104(g) cruzeiro allocation~ the possibility of any 
further displaco'llent falls into two areas. In Column D "Projects 
mutually agreed upon by the Gover'lme'1t of Brazil and the Mission" and 
Column F "Allocations already made for which agreements are being 
negotiated." Obviously to attempt now to convince the Government of 
Brazil that the high priority projects mutually co~~itted in Columns D and 
and F need not be financed at the agreed levels, but at lower levels to provide 

I ... 
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additional local currencies for this pr0ject would indeed be contrary 
to the overall thrust of the present Government fer planning 
and realistic [Toals. The alternatives to the finan.cing plan proposed 
herein ltaVt~ been thorollrrh1y considered and th~ conclusion to fina:;(:8 $7.5 
'rllllio" ai' Lo(~al cost, with dollars is based on (1) the c0mpJete 
obliva t ion oj' all thlj cruzeiros cO'1ceivably available under the 
t'xi stirif' nj'~h, (,J) the unUmeHm.:ss of a possible Sixth Ap-reement 
ill terms of prl)vidi:1g firlandll~~ for this project and (3) the hilTh level 
of' I.h(~ :;I.:l U: I:; plld.ie ipa lion in terms of' the dollars proposed for 
local '~~ost ['j'lancirk;. 

Cart,CIl] fHwl/:::if3 01' the state of Hinas Gerais' sources and uses 
of' rund:: "ciT Li.i'!I\,J:IY cO'ldructio:1 and mai:1tenance shows that t.he ;3tate 
will Le>:al·,.,j l1:1(':1 I,) ;Il(lkf: I1S t'rea I. '1 rLnancia] l~ff'ort atl is 
rOf;:~i];J( Ll': LIII' j}lt;;is of' the revenues to lIe derived from the :iation'll 
!!ivllv!uy j'IJ!,ri ;t!lti t'J'.)lll Llw rrl1l.tehinr: SLate contribution. The posr]i 
ldll t ,y of' '\11 i(!CT'(:IU;" i;\ Lhe StaLe':, parU(:iplltion in 'JutionaJ HirltwllY 
~illd l'l\i'~'.I1··:~ v,:. ('):p!(1!'cd; ltOWf-)VUJ', it, wil~) eO:lCluded i.hat. t.his would 
'IDI, !), f'(:;t,;~',l" !'or' lefTal 'inri admil1ic)LraLivc r.;asons. 

I'X' ("liiu!! of' (II':.: pro,icr~L, wllich involves the invr,stment. 01' tJw 
8'pdv!dt:!It. uC Cri'~!f),:' billio:1, will, or r:oul'lW, have:: indirect. e1'fec~ts 

on I,hr' Inlunct; of' pnyfflurl t,,';. ~;omt:: of' thl-s!.:!, SUCIl as t.he import.ation 
e,!' ,-,qui!,;::··,! 'l':d ;;r'L:c1ul p'll'LfJ hy [(T'!l::;iliul! hit'hw'flY (;quiprnc)nt. prodllcers, 
are r'dllii .1 appaJ'f~'1t" :~tl atld:it.ior~, I.Iwre will be [~eneral pr',ssure on 
imporLs ,'i", a !'f,s\ll t. of' t.his projo(,I, AVllilahlt: oat.H are inadequate' 
f'oT' !l prccL:,; l:alculHLion oj' l.'I'c! mnTlrillal imp1rt. rat.l!; i1 i~, 1iL::o:,ly, 
ho\.J()vc:l', Li!,,!' tllcindlf",C!, illl~l.'lct on the.; La'l:ltlcu of' pnymcnts wUJ bu in 
()Xl~e,-,:) oj' ~'i/;" wllich i:.; (.tlC ()xtwtl. of' dullltr' financln(T of' ]o':~!ll cosLs 
(~O,ll.(;rnpJ1Jlt,d. Thus, dollal' j'ir]11:"i'II' in t.he reeommended amoll'1 f > is 
jusLi f'iHd, il!ld is ~WCU~;sllt'y I.n !1:;~;JjJ'!; :3uc:ce,ssf'1l1 !.:!xecutio~1 of' this 
hi,rh priority pro,iuct.. 

]'0 Uw extent I.hat. prt!:';(;,1L esLimaLes of Cruzeiro r:enerations 
under the exi stinv 5th IHT·Ofjrndl I, are I!xceerled and lJe(~ome available 
in tim.:) (.0 he [lpp.li(~d 1,0 Llti" pl'o,;ect, t.he $7.5 miLUon proposed for local 
eurrem',/ CUlldillr' Itt:f'l;j't sImI I L}e t'educed by Lhe Mission and in the event 
Cr'uzeiro fenera tior! ov\~r the existi'lp' 5Lh or w1der the proposed ()Lh Agree
ment-, ,become Iivaill3blein suft'jcicnL time 1'01' application Lo the financi,.w 
of this pro.i eet, 

11. Country Clearance - COCAP approved this proj ect for A. I. D. r'inancinr 
on ~Jovember 2Lf, 19(14. 

12. Hecommendatiolls - AuLhorizatiol1 of a dollar loal! to the DER/MG not to 
exceed $15.0 million. 

a) 	 Repayment of the loan by the Borrower within twenty (20) years 
of the first disbursemeni including a grace period of three 
years at three and a half (3 1/2) percent per annum on the 
disbursed funds. 

http:l'l\i'~'.I1
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The 	 two step option will be required of the GOB .'with repayb) 
ment schedu] Jd at forty years (40) including a ten (10) year 

rac e period, with interest at 1% during the grace period 
and 2 1/2% thereafter. 

Th borrower. .Till. covenant not to incur indebtodness 
maturing in more than one year without AID consent. 

(I) 	 The GOB wHl guaran tee the loan prior to disbursement of 
AID funds. 

OLll or Terms and Con i tions 

a) 	 1!qu1pm ~l1t and services f inanced under the foreign exchange 
portion 01' th J dollar loan for the pro.i ect shall be procured 
from th e United states of America . 

b ) 	 'I'l l:! Bor r o er shall provide evidence satisfactory to A.LD. 
tha-L j I;s 0 1-111 con tribution to the proj ect will be made 
availabl as needed ; also that funds will be made available 
for the continuing operation of the highway maintenance 
d partment . 

c) '[he 80 -I'ower' shall empl oy qualified technical consultants and 
procur ement agen ts , sat isfactory to A.1. D., to advise and 
assist i n carrying out this project. 

d) Th. 10 n sh.l.l be subject t o such other terms and conditions 
as A. I.D. may deem advj saQ1e. 

14. Vlorklllg Gr0..!ill 

La\JI'ence J . B1' ilsf' I'd - lJ8AID/13 - CD 
BJ ;jamin G. Watk in s - LA/ENG 
Cecil Bower - USAID/B - HWY 
Davi d M. Trubek - USAID/B - LGA 

Approved: 	 DOOM, W. A. Ell i s 
DOH, S.H. Van Dyke 

Drafting Oi'ficers: L • .T . Brailsford 
C. Bower 
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Sl!iaI'ION I - PLACE OF THE LOAN IN 'l'HE PROGRAM 

2.01 - All anaJysis uf tIlt: BraziljH.n economy shows both the need and the 
()Pl,("tunity 1',1[" Lite United states to provide substantial support 

t", l,ll'-' ,: t'i\d.U zatiutl and rlevel()Jlmerl1~ [lrogrruns of the present eovernmel1t 
cd' Bj'Il'.:i L. '.lll': pre;:;cIlt t.~uverruJl('llt which began life with inflation 
lIi1,ktcr;.il,i r 'G lh': c:(~un,)j;ly I:lll.i foreign exchange reserveS squandered, is 
P:ll~' iii,: a ,; l),cerLcrl c;f':L'ort tu nttacl< the problem of inflation, to restart 
t:1<: VY't)(" ',::i oJ r~C()nUlilil: (.h~Vt:lu[)Jr.ent on a sound basis, and to institute 
vital. t l,l:~)!:dJ~ {lllcl ;;uI'.lal Cf.'l'U.f'IllS. 

2.()~1 - t;JtUy[,.is (,1' 1,11(: C'''onomic sjtllation indicates the areal in which 
iJ.~). 'LL,,;j,:"'J.ll"l~ :,ll()\lJel lit, cunccnLrated. Firstly, 8.Esi"tance is 

llt'.cded 'ri ,JII!'I,orl. ill.' :!l" f:r!\'Ct'lllTlCnt's i'l'ogrwll to fight tlle inflation 
",hi',:}1 ilL'.. , [lit.! ,;IiC"'.;1, ,:.i;:cti;l,r'lW; rule in retarJJng econnrrtir; development, 
ctJni.rjllLt inc: i,() n:'I~I.I~'I'tJli~ lJ".liltlCf:: '.11' J,uJ1uents defJcits a::,l distorting 
j)al.l.L:I'lJ~; 1,.1' ';ilv,,::;ia,tI'ilt.. AU:i.c,rI "IIth I,llis ol),jective L; : ,e' neerl to help 
Bl'<l:',il ll,(t~i. i t..., c;Cl'iCJ1I:J l./thllwe ()J' payments difficulties. Second, the: 
ana.lysi:: sli< ''Wc; tlll:l.t capital investmcnt is needed to assi:~t the economy 
of Ilraz:U ill ..:;Jjn::i.nai,inG .:cundlllic bid tleneclU'; and creat.LnG t;]w 

ini'L'a:' Lj'I!C1;ld',' tll'CC;;;;(Lcy i'.1) 1,;,!I!11IJ))[j c 11<:vl~JOJlmc:nt. 

;:.03 - (ill, ,d' ;1" "",.t rl [,[; ill \o.'ldcL IllFl,jul' :invl::~t.ment can be: upplted to 
i; .'c:ii L<: b L Cl'U)lr'ij'tl l; t /.' lri an Lu~(! j f; t.he trnnslJortation ~; ector. Lack 

01' I'.il Wi.:q111l Le and. t, f' 1\.'1: t,i",,-'ly IIlIJ.:illt.Gineci road network is a princlpal 
r,r) t.tlC/lf:c 1: j II thc: ,icv(~.L()! :;Ill 'II L IJf Bru.:,i1. More speCifically, significant 
economil! l,,':llei'l ts Cel:1 bp df:l'.1'/CU fror.J investment in road maintenance in 
selcci,Cll U1't::a::;. M t;ili:j l,l',)ject demonstrates, Minas Gerais is one such 
area. 

I ... 
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SECTION II - DETAILED DESCRIPTION OF THE PROJECT 

A. History and Background 

1. 01 - The proposed proj ect is the result of a re-evaluation of 
hir-hway needs in Hinas Gerais starting with the appointment 

in May, 1964, of the present General Director. 

1. 02 - A wholly owned subsidiary of the U. S. En;::ineering firm of 
Ilro,.J!1 and Root Inc., Bro\.Jl1 and Root Ultramar Ltda, was 

hi red to a:-:;si st in the conduct of lin extensive study of the DER' s 
mal~ten~nce orpunization and operations. The result of that 
study i'ormed the basis for the application sUl1mitted to A.LD. 

;:.01 - The proposed dorrower is the State lIiFJ'hway DFpartment of 

I!bas Gerais, Departamento riB Estradas de Rojar:em do 


Es Lado de !';has Gerais, DER/I'1G. 


2.02 - The DE1l/i1G was created as an official ai!'8!1cy of the State by 
Law ~Io. 1. 731 of l-1ay 4, 19M), which was subsequently amended 


by Law 10. 1. OLa at' December 16, 1953, and on December 18, 1957, 

by La 101 ~J,). 1. 701. 


2. il3 - The [IEn/MG b rusponsib1e Cor desirn, constructio:), maintenance 
and operation oC the 3tate Birfh.JaY System. The Department 


must carry out its activi til,s in accordance with a State Hif'hway Plan 

sub:ni tted to and approvpd hy the :..;tn!'c Go-,rernol' annually. 


2.04 - In accordeince witl) C!1I1pt.er V, Article 23 of State Law 1.043, 
the Governor may upon recommendation by the State Highway 

Council, of which tll'J (;p:1eral Director of the DER/HG is Chairman, 
1111Lhor'Lze the fJEn/~G to obtain 10~ns from national and international 
lendinv ins LHuUon::;, ,)r by public subscription. This loan request 
has been approved by the Governor in accordance with these pro
cedures. 

2.05 - The World Bank in a recent report on transportation in 
Brazil, which includes State Highway Departments, reported 

that the administrative and managerial capacity of the DER/MG is 
better than any other 3razilian State Highway Department including 
the Federal Highway Departme:1t. During intensive review this was 
reconfirmed to the Mission's satisfaction. The general level of 
excellence exists principally at the Divisien leadership level and 
above. As is indicated in the engineering analysis and the imple
mentation p~an, training of the personnel in the lower echelons is 
a ~ajor aspect of this project. 

http:C!1I1pt.er
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c. Engineering Analysis 

The Project 

3.01 - The proj ect consists of increasing DER/MG' s capability of 
r;mintaininf the state hifhways. Specifically this will 

inL lude pJ.anning a mainte:1ance propTam equal to the demands of 
thd system, trainilr of personnel, the acquisition of maintenance 
equipment, and devdopins the lovistical capability required 
for continuinf'; application of' the per30nnel and equipment. to 
the pro!'ram. The conf3ul t.ine V:['1 noering firm has already assisted 
·thf; }~()T'rowc:r.in df·velopirw a l'(;OITanizai.ion pInn, and is assistin§" 
in the development oj' a pel'r~~ltll;n; jn-service trai'::i r system 
LOF~·U:cr with 1,IiC rievLloprnt'n t . of' mon; raUonal sysi~erns ror ~,D!:lre 

p[ir·.~' an:: Y'C:.:corri [r';)f:pirw. Trl'" cmnpJ,;Lion and implcmf:nta Lion of these 
prop'elms ar'd s:,'~:I(,mo; vill II :'e,qllirc,d a~) fl conditioYj precede:lt. to 
dis\lu]'ccrnr:r,i, for (lt1lt'Y' Ihan (;:-,-i'l'.'erin;' servi.cF~~) under t,he loan. 

3.0:: - The or;,·a:.izll1ion cit'irL inc.luded as ill: E~xhiLlt in Annex II 
shows th(:: i.ILvL;~ao de COrlOt::rvacl:lo Uiivicdoa oj' r·:aint.enance) 

as a pnrt or I.h'" ovr;r'all OI'f,[lt',i:;'[lL'ion. ';'he respo:l:-;iLilit'J or' t.he 
State hii1,hw::l.y lTllli'l tl3:1ar.ce prOf~r[lrn re;3ts w.it.h 1.his divisio:1. Vor 
operational purposl-;;:) • he ~;t,are !la:; l ';en dividt~rl inl,o.lQ. resid8nc_~c:s, 
each of' which has UI(~ r8;,pom~iIJili1./ for the m'lin f,eW'lcu of an 
avera,~8 0:' ~<~C1 j·:ilomc;i r '[';: 0;' hi~'hW'l:; (:nllxl.r:;)fn '~;\L; kilornet,8I's ar:d 
minimum 0;' 3L,I, ](ilornd,t';rs). ';'hc Iilidn1.8nance ot' equipmEnt. is the 
!'esponsibiJity oj' til':' DiviE3[JO de' t·la!erial Fc' Y\Uip,'lm f 'n t o (IJivision 
of Equipm~;nt. il'ld !::i".'rj·t!. '::113 rlivido:l ha~; respo'lsit,iJity i'or 
s':lppl iers, ce,,+,ra 1 shop:~ il:ld cquipmc:1 L :nain t.erwnce. I', does not 
have respo:1sibilit:1 ~'or l:o.i;:iruct.-io1 ,rl'l',erial and tests. There 
is a cent.ral shop t;(jllipnl;d i.o make maJor repairs in t·, 10 1l0rizo:1i.e, 
the SLaLe Capi tal, a:lci .[ repair fhop will Le estalJlished in each 
residency Lo provide :")1' orrlinary rnainte:vlnce and repair. 1:1 
addition, five of' t~l' residency shops, strat.edcally locRted, will 
be equipped similar 10 i.,he cent,ral shop in !l810 Ilorizo;}te and will 
be able to make :nn.jor repairs, This iA desirable because of :he 
distance involved in a StaLe almost as larl'e as Texas. This 
or{!anization is similar to a Lypical organization in a state 
highway depflrtment in t.he Unit.(;d SLates. An analysis of these two 
divisions indicates a basic or€tanization capable of performing the 
required functions. There is a shortage d' maintenance and repair 
equipment which will be eliminated by procureme:1t of the items 
requested in this Loan. There is also a shortage of trained 
personnel, both eq.lipment operators and mechanics; the Loan provides 
for a traini1g program to alleviate this shortage. 

http:inl,o.lQ
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Engineeri~g Plan for Execution of the Project 

3.03 - DER/MG proposes to employ a private firm of consulting 
e"1gineers to advise and assist in planning the maintenance 

program, in trainilg the pers0nnel required to staff it, and in 
developing the lovisti8al strength to make the prosram function 
properly. It is contemplated that the consultant would initially 
furnish six technicians to rive instructions in the operation and 
rF'pqir' of Inainte'vlnce equipment wld the use of shop tools. .4 
i~rainb,"; rYla'mal is !}lready hf~lr:V developed (se,,; Exhibit ,~Anr,ex II) 
to :h"lJr(~ thQ [lV,'1ill-,;,j.lit'J of' sl1ch U.n aid for t!18 trnini-1f of 
pcr.»rJ'wl Wi,e) IWly llr:: adried ill the f!ltur'~. Th~se technicians woul':l 
al~3o !lssi;:-)f, in (~HtalJl-i8hinr fi :~parr~ parts control a:.d warehousinr 
sY~'Lp.'Tl. 

'1'11'-' eOllI'S(-: of acLion of' d(':vclopin~,: perma!1ent in-service 
I,r',ir:i '~' ~!'1f; h(>'n alrr-;ady h','url 'v,i+,h thf~ ils,:;ist.ance or tho 
cO:lcu1'i:l,' f'~I.in"{:r ,l::rJ will providf; jlit: :)[lsi!'l for t,he cO.'1tinuint~ 

upiTarJirl,' ot' t,hl; ::;,iJ I~' of' boi,h !'ic'lei u:uj majnt.enance pr;rso'1nel. 
Th<3 lJoI'l'OI,,'er tJrl::; l""Fit;::;1'"'d an'! J'ect'ivc;n nS[J~st1ince ill j,r'lini:1r 
from the .'Tlll,i 01' :;uppl L,:rs of r,i;'hway rna ir, t: WlrHICL f·,plipm'_:nt in 
1',1'3.zi 1. ']orm1111:,- i [:('03':' mf1nuf':lc~UT'l:I"-~ would providu i;Jst,ruc:tion 
as Lo t,lw main (,f"!lane.; n}(l opera Lion oj' E;quipmen t, SllPP] ied by 
them; ru....,evcr, in ihis instancr; UiC:' i~OITOWeT' hnc: r("1u8sted 
arlditional traini:-l;' t.ime up to Llin;'; mord,hs from each 01' the 
ma'~llfu(~i,1:r2r:~ ".:ho nonnnl1:: [Juppl;; ,,[Jill pr;.e·d. fwd rUl+;erial to the 
SLate IUyll....,uy f)ep.'lr'Lme: S. Arlditiona]J/ it, should be noLLd that 
these ins true tore; nre parU cipa tin, in ',he traini' i~ proGram 
developed Ly 1.>1': CO:lcWJt i~l;' (;'1!,iner'rb!' f'irm of llroW?1 <md Root I,c. 
The c'8sulLs of' !,fiis Lir;3L r:our,;I:: ',Ji 11 provid~; I,he basis fo!' the 
establishmen L of a permarle'l t in-s8rvice training program. 

Procurement 

3.0/, - Brazilian factories produce much of the equipment and 
suppli C~l ileodc'd for t.he. proj ect. It is t.herefore planned 

to utilize these: Ioea] sourCt~.:l of supply whenever possible. Road 
equipment, spare part.s, shop tools and slJPplies that car.not be 
purchased locally are to be procured from United States sources 
in accordance with A.I.D. revulations. Procurement in the United 
States will be limited to those companies which have established sales 
and service hrances in Brazil and which wi11 be able to supply parts 
and technical assistance for the equipment procm'ed. The acquisition 
of equipment and supplies in Brazil will be carried out in accordance 
with A. 1. D. and DER/MG regulations under the supervision of a 
representative from the consulting engineers. 

http:1',1'3.zi
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Excess Property 

The equipment, tools and supplies which are to be procured in the 
U!li ted States shall be obtained from .A. I. D. stock of reconditioned excess 
property to the ext,ent that Borrower's representative finds this technically 
suitalJ]~. The Borrower's representative will take full responsibility for 
t,he borrOWtT to examine the availalJili ties of such exr:ess property and to 
1',a:<e l :lt' U-:clnical judvme'lL as to their suiLability for use in the project. 
IJrLw t~o j)le procurement of any !lew equipme~lt, the Borrower's representative 
w:;XL i!ldic'1 I.e in writinrr to A. I. D. either that such equipment is not 
avr-..t] :1[;12 from A. I. D. reco:ldi tioned excess property stocks on a timely 
]!8sis. c,,' L':la i t,he tJquiprnr:nt which may l)e available is not .3uitable for 
US'~ }!l til2 pro,! ~et. 

;'.05 -~:'!h, ,.'ClIlLpme~lt rt:~quirEJments are itemized and attached as an exhibit 
i'l j~',nc~y': T:. They were estat-lishcr1 by actual reconnaissanCe 

Jf' tho roads [,0 i,t~ !T1~lrlLain(::d and rcopair shops to be equipped. This was 
follo,,;cJd l.'/ macr:em'ti,ical deLt:rmi!latiol of' the total qua!ltity of equip
'lltenr, '1l'l:i.kcJ. ';':!f~ equip.TIl",l', on hand was then invent.oried and subtracted 
r'rum c,'l", !.otrd reqllirlcmwl t. and m".nor :J.d,l ustrnents weT',:, made j spare parts 
'w'd',:: (ifj Lu'rni'l",d as a pu'cIO.n tarrf, J:' Uw Gquipmen L cos!'. Since the orifinal 
i'1CI;pi,io:l 0[' r.h"" projbc\., it !1ilfl hewl :1eC'r:3ssary 1.0 reduce the proc;lre
'll(;'iL u:' (!r'lu:p:n,,:,t, iJnd sparf; part,; by 81'.';4.3 billion. This is beinv 
accomplis;wc [J,,{ fi selec [-,i ve r'~dl,;;t.ion JJ' certain items 0:'1 a statew2.de 
basiC',. The CeasLLili ty oJ' the T'"d:lc+Jion has been verified a.'1d a revised 
r;'02uremen t, Jist. is Lei,li' prr'p'lre]. The spare parts to be plu'ehased 
will be seleei,ed an er tile basic 8-l,uirmc"1i t has bern purchased in 
cons1l1taLion witl1 Lhe manui'act,urer's local representati.ve, with the 
conCUrre:ICf; of' tIle t.f"c~I'1ical COilSli1 ta"t" Li:d approval lJy USAID. Prices 
weI',! otlLairli:od partly from prior ':on i,rae t, experie.'1ce and partly from 
c:a talo!, 1 is t,inf~s. This methoci Ls (,'1".' one widely used and is g-enerally 
considered as the most rati.onaL manner of determininf mainten9.nce equip
m(,nt rU'luirements. A reasonalJly firm oGtimate of the cost to the U.S. 
Governme'it of providb, tilL.: assi.sta'lce has bee:-l prepa.red and approved 
by the Workb£! Group. A11 pertir18:1t requirr:'me;l ts of Section 611 of 
FAA have thr,refore ueen sa tisfied. 

D. Economic Analysis 

1. The Statn 

4.01 - The State of Minas Gerais is located in the eastern central 
portion of Brazil, between the 4th and 23rd parallels; its area 

is 593,401 square kilometers, it has a population, as shown by the 1960 
census, of 9.8 million inhabitants (16.5 inhabitants per sq. km.). The 
regi0nal economy of the State is considered to be relatively good in 
comparison to most of the other Brazilian states. 

http:representati.ve
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4.02 - Historically, the area's initial development was the result 
of its mineral wealth. Gold was the principal attraction that 

urou~Yht people from other states. Minas was the most populous 
state of the nation until t 1e thirties when profits from VoId minin{! 
declined u~d mininr activities were replaced by a~riculture. In 
spite of the fact that only 11.8% of the State's area is adaptable 
to agriculture, that sector now accounts for 50% of the State's 
income. CCltt,}e rabintT also became of major importance in the 
State; toda,'! Minas Gerais has the larfTest numLer of cattle in 
[;!"lzil (J8.U millio'1 head in 19t~)1). 

i.,. C),' '·:i·,'l:; is :1')1,.: ,t't: sccorJd 5 La tE-, in papula Lion Wid lias the 
1.,1"-"0 1 j,'or: ore' deposit.s in i.hf: c()u:Jtry (!.Ci-rjO l,':'llion 

Lons ;'::lci Illl:: mo~,t accessible murwanefJe reserves (10 million tons). 
TL !l::'(: 1l--::::.('2[;';[; ·j'll'.'" ["'.s(.rvu: of' pyrites, bauxite, rock crystal, 
limes t;,:::,.;, caoli'l, llioL1lu'n, [nTilium, cassiterite, and secondary 
dep,'sits oC' OUI.':1' mj·:c:rals. 

4.',J\ - ] .. :L-:dw:i.I'Y, ''::Wl;; i:, ",ncond in U18 productio;} of ste81. 
J t llu::, U!l: Lal',":st rIlunbf::r of st,eel mills; it. is first· '1 

the production or r.11l'O!TW-s:,eel, manranese-si,eel; the only pI' Juccr 
of'!iLeJ stu81, and :'1r t; in production of silicon-s!-'·:;el pipe. 
Produc Lill~l or' a luml.!!iurn is incrcasi!lf7 in import'ITlce. ~"i;}ac; is the 
only ~3razilian producer )f arst"nic, "'old, Ilnd silver. 

i •. OS - h t,he ['idel of an'icult.ure, PH'; ;)inte ranks in toial 
I'.r'lzil.ian pro,:ucU.o.'1 as 1'olJ ow~): second h ri c(; (900 

thousa:-vj 1.0!1S); sccowl in !.!H1W!aS (39.7 thousand tons); b sUF;ar 
cane (5. ( :nil} io'! tons); [~econd b beans (,44.:' t.housand tons); 
sE;cond in onmres (1.4 billion oranr'es); ann it compc1.res favorably 
with trw leadinr l3l'llziliar, producer, Hio Grande do SuI, in the 
production ot' corn (1.8 million tons). The state is the largest 
producer o~' milk. The milk suppliers, for Sao Paulo and 
Guan:·]~ara (Hio), 3,I'l; 10~llt.,~cl in the sO.lth and southeastern areas 
of Minas Gerais.1J 

11 These data are from Brazil Annual St.atistical reports for 
1962. 
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4.06 - In 1956, the inooce of the State of Minas Gerais was equivalent 
to 11.1~ of the total Brazil,~come; this percentage decreased 

to 10.4% in 1958 and 9.78~~ in 1960.1/ 

2. Development Plans of the State 

4.07 - The State Government in an attempt to speed up the rate of 
development haa created a State Bureau, charged with formulating 

a ph.n of action to coordinate the admillistrative activities in the 
public and private investment field. Ita economic Recovery Tax amounts 
to almost 5ry:~ of total state income, and is used oxclusively on public 
investrr:ollt, i.e., DEn, FRDHSA (tho Dtate Cold Storage Plant~ and 
CIlIIG (State power company). 

4.0.'.1 - A StfJ.te Development nan~t has a1(30 been created to finance small 
fl.rid 1110riiurll size onterprioos. Under this Bank the program of 

Cictivitios of the 'llarehousing and Silos Company, eASaW, haa been 
hrou..J.ened. rl'his program encourages greater agrioul ture produotion by 
making it Ilooaib1e for the farmers to adequately store their produoe, how":' 
evor, the problem of getting the produce to market still depends on the 
uoability of the State road network. This projeot, therefore, is 
important to the realization of the benefits of the warehousing projeot 
as well as other of the development efforts being carried out by the 
State. 

4.09 - Some of the major industrial and mining projects in the State are 
USIMINAS (a steel min in the eastern portion of the state pro

ducing 500,000 tons of steel annually; presently planning t increase its 
production to one million tons), the liANNA Mining Company oyeration in the 
State presentlyextractlng 500,000 tons of iron ore annually. Normally 
the steel and iron oro produced by these two oompanies would be 
transported by raD, but in ?iinas a conniderab1e portion is hauled 
by trud: bocauoe tho antiquated rail ne Gwork has been overburdened :tor 
several years awl ifl principally carrying iron are to Vi toria, 
Esptrito Santo for export. As a result of this situation the road 
system is more important to the development of these industries than 
would be the case if the railway system were capable ot providing a 
larger share of tl!e transportation requirements. 

4.10 - The State has recognized that central to its eoonomio growth 
is the usability of~s extensive road network. The relative 

importa.nce of the road network to the various economic seotors in the 
State is indicated on the over-lay mapa included in Annex II. These 

'y F\mda9ao Get'i11io Vargas, Brazilian ReView of Eoonomy, March 62. 
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over-In.;r maps show that the State road network haa been developed to 
serve the major economic sectors. A~Ticulture depends almost completely 
on truck transport to market its proc.uce, industry is almost equally 
depenllent on roads in view of the lew rail capability, and mining 
traditionally ~;orved by rail - depends on truck transport for a con
8iderable tonnage • 

.\sf>i(~ine an index of 100 to tho year 1953, Ue highway network in
croased as indjcat0~ belowl 

(r'crcentage Incrcaoe in System Kilometrage 1953 Base Year) 

1 CJS (,
--'-'-- 19 ri I 12 r)8 1960--- 1962 l2.§l 

1 1 ') ~ 
....... '-.~ 1,17. l; 147.11 141. .3 165.7 167.7 

'Cotal f: i 10:7:(' t l'P.go jn 1()~) 6 was 1 ),061 and F,,717 in 1963. 

4.11 - 'r'Lo IT,a:tr' toLClncc C()strl for hiv,L','IflYs, in conntant value cruzairos, 
iI1CTt'u.::lwl in U f: fo}] ol';int; proportion (hane 1953-100) I 

l;)~)( 	 ]200 19631.2.:& 
1~i9.~) IG7.J 95.4 152.5 

1,.1:) - It Ghol:ld 5.]:;0 ]'e noteu tr:at, accordin{; to the lntest DNER 
traffic count in l:inas (1963), ::lver tlJe GaJne period, the 

automobile. trllck and bll:. tl'uffj e or. tr:~Ge h j fibvayu increased by 299'1-,. 

'1');0 d!Jt.cr'iorLtion of 11.1r:-LwHyr; i,l jn r'ELtio to tr.e number of 
vehicle" IW in{; t,Ler.l; i. e. I,Lc ["1"(;;].to1' l.oer intensity (ler.Jands larger 
mailltcnf:.nr.c hll(lr,ctG. ;";.i!l evident from tho arJove data, the network 
to be n:nintnhwd incr(:ilGocl cd; the rate of (;7.7)' and traffic increased 
h,Y- arJr;roximatel:! 300,' duril1 l'7 thin period, and the maintenance budget 
in real terms increar;ed ]',/ on]:r ')2. 'J"',. In fact, the rate of increase 
of JLuintenance coo]tr; wai' no t on]y lower than the [,Towth rate of the 
l:e~work, l:ut alno belovl the: ('ate of increase for vehicle traffic. 

3. Direct Ecncfi tG ~\/ 
4.13 - In corredine tLe deficiencies in the usability of the existing 

road network tLe I,l'oposed project will result in measurable 
direct benefito to the State and regional economy. 

(a) A I:ier. Benefit Cost Rat io 

As shown by tho computation and data ir~luded in Annex II the 
aruma] direct costs of tho project will be tTS$14,031,C48 per year 
aft,or the {;I'ace poriocl. 

Direct benofito wore computod by considerinc tbe o.9.vings that 
will reGlllt from a properly maintained road due to time 

---~r	Directb~;;fits nhmm herein are not additive; rather only selected 
illustrations of the ccon!)Inic Jw~ti fj eation of the project. 
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sa.ved en route, the reduced consumption and lonGer life for 
tirel3 and Gp1'l.re parts. Annex II contains the detailed 
computations made, followinG procedures accepted by AASEO 
(t1.!-:1eC'ican Association of Hir,hway Officials). The annual. 
benefi ts after the erace period are equal to US$39,74i,155. 
Therefore, the Benefit/Cost ratio is: 

Benefit/Cost ratio US~39,74l,l55 = 2. n3 
14,031,048 

mhe 839.7 mill ion represents the dollar equivalent of the 
va '..ue returr.ed t o the economy in the form of savinG::; to ""f)ad 
uoers. 

( b) Decrease i n investmont los ses in rolling stock 

In hiehway transportation, mos t of the r olling s t oc:\: jo 

o\,,rned b;{ privat e ind.ustry and includ.es t he purchase of '/e11 ic1e 8 
and their upkeep. The Brazil-United Stat es Joint Commission 
in ]953, in it s General Report in regard to the e,conomic 
situatior: of Brazil, states that "close to 1/9 of the t ot a l 
number of f1otor units within the country are permanent l:,' placed 
out of commission due to t he pGor ccnditions of many hichways in 
the interior of Br azil ". 

AssuminG that cond itions have itnproved since that t ir:1e, and 
that the coeffio ient 6f 1/9 has been educed to 1/20 only 5';1. of 
the mot or unit e are permanently put out of ser ice each f ear du e 
to t he poor condit i on of the highway network 

1\Tu lt iplyinrr t his rather conserva.tive percentaf,'e times the 
total number of registered vehicles in the State, the yearly 
l oss of investment i n ?dnas GeraiS, would be as follows: 

Year 

1960 
) 961 
1962 
1963 

J Oe of Registered 
Vehicles 

1l.2,19'~ 
100,465 
113,244 
126,363 

cr.r~ Value of ~Je h ic_es 
out of Commissio~ 

5, (;10 
5,023 
5,6112 
6,318 

Assuming ~H,OCA as the average value of each vehicle placed 
out of commission the effective loss of capital, by 19113 would 
be at least $6.3 million dollars. ~urther, in view of the 
apparent practice in Brazil to keep vehicles operating far beyond 

/ ... 
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normal U.8. standards of economic repair, it is assumed that 
only half of this amount or $3.2 million is a more valid estimate 
of this saving. 

(c) Losses due to paralized traffic due to rainfall 

The absence of aJequate highway maintenance has caused 
paralization of traffic on 2nd, 3rd, and 4th class roads in 
Minas. In fume): II, a cUlilputation :i s shown of the cost of time 
lost tl) the nationul economy" measured in relation to the value 
of' servi.ce rCll'lcl'ed by trucks and buses. Computatiuns included 
:i.!l ACtin;;.: II, ~',ltf)W tllUL the losses pc!' yeur due to j,aralyzed 
traffic tllia] :lj'jll'uxil!lat.ely US$2.J rnil1:1un, an Wf)Olmt which 
re})J'c" (:ntc; a,ldcd c,)s t to tIlE: i ndw., try. This cos t would be 
<;ubst.u.ntially .Le~;s if a constant dependable fl(Jw over the state's 
roa'] netlwl'l~ 1,-,',?l'C: 1lOB sill1,:. This loan should IJrovide such 
cond:it:ic)tls t!jl;l'cby Din;~illt~ f,ossible the savinL;s uuLLined above. 

DER wi1111ire an acici.iticma12,757 employees') f'xecute 
the pr",ject. rrllese nC\1 llcrsormel will, by-and-larc:;e be assigned 
to trw resillenci.es following their successful comr'Letion of the 
trainill,; required to uperade their skills. 

Beco.clse it is DER's IJracticc tu recruit f1'01:1 Jucal communities 
i'll1enevcr feasible (llld JuCLO the tro.ining llrograrn wnich will ul ' 
grade skiL.[j ~)rj(; 'Jl 1.110 side effects of this projeet will be to 
aid in cl'cuGing a lilidcllo lcvel jllB.l1power force in Brazil. Some 
of the ,jobs to be fiLLed l,y these no\{ personnel are: mechanic 
helper~i (GO) diesel trucl: ,i1'ivel'S (400 ) operators of spec ial 
road equipment (33iJ) etc. Tlj(~se are skills which will permit 
these former agriclllture \lOrkers, (Gctfo of all new personnel 
hired by the :ORR C:OlllC frum agricultural jobs), to learn trades 
in great demal1lL in Bra::il. 

4. Indirect Benefits 

4.14 - Generating effects on the National Income 

(a) ExcludinG the u8$6,760,oOO equivalent already invested by 
the DER/M1, an inves tment of $31... 51illion will be made. Of 
this investment, U8$15 millicJIl cyu.ivalent represents equipment 

/ ... 
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nllJ'clw.oea :in Bru :.!. i.1. App1y ine the Illultiplying factor of 2.75, 
the ca pi tal :i ncome aencrat lng factor for Brazil established by 
tho Oetulio Val'{J8.s Foundation f0l' capital input for basic infra-. 
01.1' cture seetol's , including highway equipment as of 1963, it 
cnn b aStll,tmed that the national income wi11 be increased to 
' pprox:ima ,) y ~ ~1.25 in dollur equivalents. ($15 mi.llion for 
purchases in Brazil times the cap l tal income generating factor 
of 2. 75). :4. 

:1.15 -BaGed on informati on sllr>p U ed by the Stat Bureau ot' 
1\ cr i cllltur ~ , the expected a g cicnltllral hal' cs t for 

II of t.h e ma in pl'oci w-:ts in r.1in s Gontl s dn:r:i ng 1965 .is as fo ll ows: 

Corl 2. 0 mi] ] j 011 ton 
1 joe 1.0 mHllon ton s 
Loans 2~)O . 0 t 1011 sand. tons 
r. () ~t OI1 90 . 0 tl101lSand t ons 

'roL a ! 3,340 •0 mil.l i on tons 

Asoumln r.- El:1 adequately maltlt a l ne hi : hwaJ A atElm p r'ovj d ing 
I easonable aoces ., t o producin g re s t he t he oro tj c 1 procluce 
11. ::d lallle for export eq1lals about 1. 1) i:ho1lsantl t. ns ilS follows : 

Appare"nt CO Il  Til o!'nL j c ' 1 ~xcess 

Prodl1o \. ton 'rons SlllOn,cion 'l'ono Available f or Export 

nice 1,000 , 000 (;00 ,000 :tbl: 400,000 
Boans 250 , 000 260 , 000 
Corn 2 ,000, 000 J , 200 , 000 800,000 
r. offee ~ 200 000 

I:400~000 
~.1 6 - Ij'he ma rket for this expor t, ble sllrp) us (except caffe 

i s made IIp of Goias, Sao Paulo, Gl lanaoora, Rio de 
Janeiro, and Bsp{rjt o Santo. It i s estimated ~ the State Secret~ 
of l\griclllture that 20ft, of all a Gricultural produ oe is left in t ho 
fields and 'therofore is lont j noome to the producer due t o . 
irr.pasnabl.e roads dllTing the market i ng s eao on. U~ing only t he f our 
ma.in a [.rri cul.ture products noted above whi. ch hav e a production of 
3,340 thousand tons, a nd applyinG the 20% fact or to this selected 

Also,used in GOB ' s Developmnnt Plan. 
lb); Concumption data for 1963 • 

.itlit Ani(icipated explH't t onnage . Brazilian Coffee Institute. 

/ ... 
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tonna~e we have an estimated savinr of almost 800 thousand tons 
to be realized followinr the completion of this project. 

Indeed, in 1954 the Klein and Saks Mission stated in t!:eir 
repl)rt. concRr:lirw this problem in Minas Gerais, in lanf,uave which 
is nqmlly upplirable teday, "the farmers aCld the public in 
F"d1pral, prL>fer 1,0 have dirt roads well maintained without deep 
rut.,8 a:ld usal'le l,rlcli'es now rather than t.he promise of even 
paved hir;1ways tomorrow", a!1d added that ••. "the improvement of 
hL7/,1,.;U,'S decI'"ases cl ~rreat deal of the food problem and helps 
th'" LI'/-lnsporTb !,ion of p(crishable foodstuffs which is unreliable 
at pre~>;)l~. "X 

4.1e/ - ';'1,: ITmj or institutionaJ aST.lE;cLs of this proj ect are: (1) 
')li ";~]'ili] ishmvnt. of a sys+,err for realistic distribution of' 

(~o!:;' ,; ,,;'.i' lLP : 0 mor" ace'urn tely reflect Uw cost of' specific 
Opl]l':l',Lo!:~; '['HI 1.0 f;C;lJilillsh (for Lhe first. Urne in Brazil) 
r;~plllC'un':': c, sc1lec!ul (,,; :'or equipme:,t. 0.:111 machines: (2) Th(; 
l:}s',c,llation of' [1 pt;rm,,):JE':lt :in-service trainilf course in the 
lli"!n,:ay :Jepartmen+, will insure the continuin§': up trading of line 
skills to meer. the iTowin,' "leeds of tho states extensive road 
network. I:l this rE:ward the ~jorrower \U1S already 8"waved the services 
of traini 1 f' pprE-:on:1el from i t~; tracti tional suppliers of equipment 
and machines. 'J'rmI111y these ma'lufacturers Hould provide instructions 
as to the use iJno m,d.nte rlanC8 of' equipme'lL suppllr"d LJy them; 
however, to train the lan'e :lumber of' personnel addod to the 
Departments star~' under thic: project tite en;'ineeri"lt' consultant 
has worked oul-, a traini"li" prOrTam in which the local manufacturers are 
participat.inr: t.hat requires a minimum of three months trainin~ for new 
~ersonnel and up to three mon~hs traini"l~ for existing personnel. Additlon
~llv. the cO:lsultanting engin':'erinf! firm will provide___ sj.~ spe~i.alists for 
a two year period to assist. ihe l3orrower in developing new systems for 
spare part 3 cont,rol, opera i 10llal methods o'ld an orientation co\eso 
for personnel to be added in the future. The consultanting 
engineer also has the responsibility for developing the training 
manual to be used in tlw i"l-service trainhg course of the Highway 
Department. It is contemplated that with these institutional 
chan[':es the DER/MG will be the model state highway department in 
Brazil and should serve as an example for other highway departments 
to follow. The trainilf proposed herein does not include the 
administrative and chief level. Analysis of the DER/MG capability 
at this level appears to be totally adequate for the Departments 
needs. It should be noted that of the eight division chiefs all 
but two have advanced degrees from Universities in the United 
States or Europe; additionally two of the division chiefs have 
taught in American universities as full professors. The World 

1\: Klein and Saks report on "The Food Problem in Brazil", 1954, pg. 20-21. 
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Bank in its recent inspection of' the transportation picture in 
Brazil concluded in its report that this highway department with 
its present personnel have the best administered and operating high
way department in Brazil includinf the :~ational Highway Depart
me:1t. 

The nEH/t.1G has already instituted a record keeping system 
in accordance \-li th guidelirles spelled out by the PJnerican 
Association of !!irhway Officials. This system provides for 
the proper distribution of cost as to use and will provide the 
l;asi~~ for replacement of existini! equipment on a timely basis. 
Under 8xistinr Federal and state laws the Department maintains 
rocoris in conformity with a system devised in 1940. It is 
planrl(.;d to seek modification of these laws based on the example 
udnC sei b'y the norrower. 

FinanciRl AnRlysis 

5.01 - T~e financiaJ plan for the project is as follows: 

(Cr$ in billions) 

~n millions) To be Invested Total 

~lread;y: Invested CY'6~ CY'6· 


DER/MG Cr$10.7 C1'$20.8 Cr$5.9 Cr$37.4 
AID dollar 

financing US$ 5.5 US$2.0 US$ 7.5 
AID cruzeiro 

financing Cr$ 9.0 Cr~) o.4rY Cr$7.5~/ Cr$13.9 

rY US$7.5 for local costs @ 1850 • US$I.OO 

Funds already invested by the DER/HG represent expenditures made 
in connection with the subject loan. These expenditures were 
made principally for the acquisition of additional land, con
struction of buildinrs and garafes at various residencies, 
renovation of previously existing sites, existing maintenance 
equipment attributed to the project, and spare parts and equip
ment ordered since submission of the application. 

http:nEH/t.1G
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Funds to be invested by the DER/IW represent additiona} purchases of 
hir,hway maintenance equipment and spare parts that have been identified 
in the project for the DE Hjr:JG I s specific acquisition, selection, 
acquisition and training of personnel to operate the equipment, and 
participation in the procurement of equipment, tools, and spare parts. 

In addition to their contribution to this investment project, the 
DEli in cOIl'.mitted to funding, in future years, the operational costs 
of an expanded maintenance program and the replacement and maintenance 
of this equipment. The heavy increase in such expenditures is shown 
in the tF'ble of source and application of funds on page 18. 

5.02 - It is propooec'i that AID finance 10~': of the foreign exchange 
conts alld 36%· of the local costs of the project. The $7.5 

million proposed for local cost financing represents 26~ of the total 
10cal cost of the project; the CrS9.0 billion represents the maximum 
AID cruzeiro participation in light of the l.!ission' B cruzeiro 
availabilitiea and other high priority projects for which cl'Uzeiro 
commitmenta have already been made ( see Exhibit 4 Annex III). 
AID funds, both cruzeiro and dollar will be applied exclusively to 
the procurement of maintenance equipment, tools, spar-: parts and 
enGineering servicea. As outlined in Annex II, all A=' i funds will 
be obI igated for purchases wi thin one year of the sier n{: of the 
loan (with the exception of those earma.rked for services). 

5.03 - In arriving at the cost estimates for the local purchases, the 
applicant has applied 55'/~ inflation rate to the procurement sohe

dule. While this is higher than current GOB estimates (25'1» the 
Llission feels that it is a fair estimate of price increases over the 
24 month purchase schedule anticipated in the implementation plan. 
In reaching this conclusion, the Mission considered the 40% increase 
in the Price Inliex as published by the "Conjuntura EconBmica", 
February 1965, for the period September to December 1964; the Ministry 
of Planning's projections included in its Three Year Development Plan 
of 25~ for CY'65 and 100 for CY'66. Thus, the total possible in
flation a.ffectine the cost of the subject equipment could reach 75'10. 
In view of the fact tha.t some purchases are already being made, 
(Cr$9.0 billion) and the others are scheduled over the 18 month life 
of the project the ave1'ago of 55>~ appears to be reaaonable. 

5. C4 - It is clear from .'\nnex III that PL 480 funds arising from the 
5th A{jreor.lent are considerably less than had been antiCipated 

in ~Tune 1964 and it in also apparont that the demand for these cruzeiros 
is far in eXCCSG of the anticipated availabilities. Therefore, 
beforn recommending dollar local coot financing the Mission considered 
the following alternativesl 

1) an increase in Borrower's contribution to the project; 
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2) an increase in the state of Minas Gerais contribution 
to the project; 

3) reducing the number of residencies to be covered. 

4) direct contribution by GOB. 

1) Increase in Borrower's Contribution 

5.05 	 - The following table sets forth the sources and application of 
funds of the Borrower from 1959 through 1967: 
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D~R/MG 

SOURCE A~TD .APPLIC.ATTOIT OF FUNDS 


SOURCES 
{Cruzeiros in Dil] ions} 

A C T U .A L C 0 N S T .A 11 T 

1922 12()0 12()] 1262 12G~ 12G4 126~ 1266 1261 
r;3.ti 0nn.1 :Ughwa.;;" Fund o.!'. 0.9 2.1 3.0 5.4 10.2 25.1 26.7 28.3 
:::1t j onnl Pcl.\rinF~ !"und 0.1 0.3 0.3 
1\udr,etar.v State 
Al1oc,1tion 1.7 1.4 1.5 4.1 3.8 22.1 25.1 26.7 28.3 
]S!, TD T"eas j b11 tt;r 

::: t lid,;' ':-;1':1n 1, /',: ~q',lipt • 
-,orin / 27.# 
(thcr~ .8 .8 1.3 7.2 8.9 6.0 2.6 7.0 3.0 

~O'l':\ 1.3 3.4 3.4 t" '"' ). t. 13.3 If,.1 V~. 3 82.0 54.1 fi4.6 

I~xpT;n3~;S 1;':2° - (,l. 

ihilili n i ~1 t ra t.i on 
:n in tOl1llnce 
(ia.rHa1 investment 
Const.ruction 

c:: 
.j 

• ,1 
.01 

1 .3 

"• t , ...) 

.01 
1.5 

.') 
c) 

• I J 

.3
] . e 

1.3 
1.(; , 

• I) 

2.8 

2.4 
3 OJ..~ 

.3 
4.3 

.0 
. . 
) •.J 

3. ) 
lO.(, 

5.6 
l;1.9 
2().1 
27.5 

5.t) 
2",.1 
6.4 

17.5 

S.2 
30.2 
12.4 
15.3 

De 1Jj, :JoI'vice 
lear .~nd Drll • 
11e imhu,'sable :xps. 

.8 
·5 

·5 
.5 

1.J 
.3 

4. ] 
.(; 

2.3 

3.8 
.7 

3.3 

2.4 a 
';.2 

2.6 
.3 
-

·5
jg 

.5 
jg 

ri'o tal ~XpenGe3 
(Cash Out-Flow) ~·1 ~·4 2. 2 l~.~ 18.1 ~G.j 

L!
82.0 ~~.l 64.:..£ 

;:aintonance '20tal 1c;' 18j~ 231 17';', 21)') 24~~ 56.1% 56% 66% 

ConGt. to total 32f;~, 4!Ji~' 35;~ 40~ 41% 50~ 33.6% 32% 21% 

:~xpol1Ges (caSh out-flO'''') for 1~59-r;tl expressod in actual Cr.S; 
1965-G7 in consta.nt err, 

Yoa.r end b:J.lanco not. J.vaila1l1e 
Year end 11n.13.nce0 fOI' flltllrO ,years not predicable. 
1\ moro detailed rjoscI'irti.on of the sources of func13 is included 
in Annex TTT • 
Plus U.S. $7.5 million for foreign exchange oosts. 
Includes income from concessions and work done on private roads, etc. 

Included in the 1965 expenditures under Capital Investment and MBintenance 
is the major fimmcing for this project. r('he TIF;R's contribution 18 in
cluded in both Cy65 and Cy6G. As is shown in tile ji'1nancial Analyst., ~ra
graph 5.01, the I)~;J~ will invest In Cy6) Cr$3]_.5 MUion and Ct~t.;.9 billion 
in C'{66 tv complete their total investment for this project. / ••• 

http:rjoscI'irti.on
http:consta.nt
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5.06 - As shown in the table, it is antioipated that inoome from the 
National Highway Fund will be ~Jl?l billion over and above what 

it was in 1964. This large inorease comes as a result of inoreased 
taxation on motor fuels and lubricants. The other source of DER/MG funds 
is the State Matching Fund whicn r~quires that, in addition to the State 
quota of the National Highway Fund, the DER is to be provided with an equal 
amount from the State's Economic Reoovery Tax (previously discussed in the 
Economic Section). It should be noted that in three out of the five yea~s 
between 1959-1964 the State's oontribution exceeded the amount of funds 
derived. from the National Highway Fund. Whilo the increase in the DER's 
income is substantial, it should be noted that in previous years, the 
State had inoufficient ~_ncome to carry out adequate maintenanoe and 
oonstruction programs. Even with the inoreased reoo:ipts, the DER will need 
substantial financial assistance to .":arry out oontemplated investment programs. 

5.07 - The estirr.ates used in the source and applioation of funds are based 
on September 1964 p~ojections, and later projoctions by both the 

DIrER and :,I:inistry of Planning show a higher level of receipts. Aotual 
receipts, however, by the DNER for the first three months are stated t') 
have been slightly less than the projections used here. In view of this ani 
the relative stability of the exchange rate since these;-~~ojectionB were 
made, the Mission considers it prudent to rely on the more conservative 
projections. However, to the extent that revenues exceed the projections, 
the DER will be able to reschedule the procurement which nac been cut from 
the project. 

5.08 - It should be further noted that in the period 1959 through 1964 the 
level of spending for maintenance was far below acceptable U.S. 

praotice. Highway practice in the U.S. is for maintenance expenditures 
to constitute 30-~ of total State Highway Department budgetary 
expendi tures per year. .!s is apparent from the a.bove table in the 
1959-1964 period, in not one year did the level uf maintenance 
expenditures achieve this level. Rather, the major part of revenues were 
applied to construotion. As is indicated in the table, the anticipated 
expenditures for 1965-1967 show a considerable departure from this pattern. 
The total to be expended for maintenance as a percentage of total 
budgetary expenses of the DEn amounts to 56%~ 56% and 66% annually. At 
the same time the percent aBe of expenditures on construction substantially 
declines during the same period. Indeed, in arriving at its 1965 budget 
the DER cut baok the level of projected expenditures for construotion by
50%, applying a greater percentage of its own funds to maintenanoe thus 
inoreasing its peroentage contribution to this project. Inoluded in 
Annex III is a detailed report showing the cost of highway construotion 
1959-1964, and the orieinal and revised construction plan whioh inoludes 
the roadn by number to be "oonotructed" in 1965. 

/ ... 
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5.09 - The Mission considers it unwise to force DER to seek any 
further out-backs in construction expenditures to increase 


its participation in this project. The distinction be"ween 

construction, maintenance, and improvement is hazy at best. 

In examinlng the construction program of the state it appears to 

consist of improvements of existing highways which are sub

standard in geometrics a~d inadequate for present and anticipated 

traffic. 


\ 

_-_ .. ..:.1-._-_._. __'\ 

5.10 - M~reover, the Wor~cL:s..?-E.~.J!,.(Con templating a program o~ 
hIghway constructIon concentfat~d in three 2tates: MInas 

Gerais, Rio Grande do Sul, and Parana. In Minas Gerais the Bank 
is likely to undertake financing of the construction of MG-4. A 
feasibility study for this road is beini! financed by A. 1. D. with 
a PL 480 grant. The state will be expected to fund 50X of the 
cost of the project. Altbough some part of this may consist of 
a special budgetary appropriation by the State, the Mission feels 
that it is wise to leave the state with a marGin of flexibility 
for construction expenditures in the next 3 years. 

The World Bank's strategy in terms of Rrazil's transport 
problem is to assist in the construction of roads in the three 
key states noted above. The !..fission's stratea is assisting 
in developing the capability of selected states to adequately 
maintain existing roads and any additional kilometera["e that 
may be added in the foreseeable future. The stratev,y therefore, 
of the World Bank is clearly complimentary of that of the Mission. 

Beyond financing the purchase of additional highway main-p 
tenance equipment the Missions strategy clearly includes the establish
ment of institutional changes to assist Brazil in developin~ the 
level of administrative and operational sophistication and com
petence in the area of highway ma.intenance so that future replacement 
o~ addition of such maintenance equipment will be adequately 
scheduled and funds made available on a timely basis without 
further loan assistance. These institutional changes include 
modifications in hiring practices, record keeping, budgeting: 
the installation of realistic in-service training programs to 
insure the availability of required skills necessary to effectively 
operate and maintain both the State's road network and the 
Department's equipment. 
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5.11 - The possibili t.y of the State receiving a larger share of 
the National Higii'.,ray Fund was also considered. The 

National Highway Fund is based on a Federal Tax on motor fuels 
and lubricants. It originated with Federal Decree-Law 
No. 2,615 of September 20, 1940. The law has been modifLd 
several times over the years, however, from 1953 to 1964 it 
was not changed, and revenues frC':') tht;! ~F (~Jational Highway 
Fund) did not keep pace with inr.;rerlsing costs. The fund is 
administered by the ;Jational H~ghHay Vapartment (D~FTI) and 
supervised by the :Jational Highway Council. It is distributed 
in accord'3.nce with the basic law as follows: 

40% to the Federa:;' Government (U:ffi) 

48% to the States and the Federal District 

12% to the municipal Gover!lme'1ts 


The state quotas are apportioned accordinr to area, 
population and consumption of petroleum products. Over the P9.st 
five years Minas Gerais received an average of 10.48% of the 
48% available to the stat.es. Only Sao Paulo Hi th ~:5% receives 
a higher share. Based on lin analysis, of the Fund and how it 
operates the Mission concladed that additional cO,1tribution to 
the project from this source is not administratively or 
legally feasible. 

2) Greater State Participation 

5.12 - As noted in the Economic A'1alysis the major source of 
State revenues is derived from the Economic Recovery 

Tax. In November 1964 this tax was increased to 3%. The al 
location of these funds by sector is shown in the Economic 
Analysis. As is indicated in that Section, the highway 
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sector receives the largest percentage of these funds. In previous years 
the National Highway Fund was not adjusted to reflect the rate of inflation 
on a realistic basis. Thus, the state, along with other States, received 
an unrealistically low contribution from this Fund. In order to compensate 
for this inadequacy the State appropriated out of its own funds more than 
the equivalent of funds received from the National Highway Fund. At this 
time, of course, the State, in matching the DNER contribution to the State, 
will be increasing its contribution to the DER by about 50% in real terms. 
It would be difficult to ar~le th~t the State is applying its funds in 
such a rational manner that no displacement of the existing pattern of 
investment is justified. Nevertheless it appears that a reasonably 
rational investment effort is being made by the state. The State's 
provisional budget projected an unfunded deficit of about Cr$48 billion, 
and '.Tnile the State will undoubtedly, as in past years, cut back its 
program and obtain additional financing, it is the opinion of the Mission 
that a larger State appropriation to the highway department is not possible. 
The State has already cut back its construction program for 1965 by 50% 
and has aeferred other investment in order to invest the equivalent of 

t21. 4 million or Cr$ 39. (billion. 

3) Reducing the Scppe of the Project 

5.13 - The application requests the purchase of highway maintenance 
equipment which when added to the usable equipment already owned 

by DER/MG will provide a reasonable amount of basic equipment for each 
of the 30 maintenance residencies and also the shop tools necessary for 
equipment maintenance and repair to fully meet the maintenance require
ments of the present road system and will suffice for the foreseeable 
future. A schedule of assignment of equipment to residencies has been 
prepared by the State and i9 included as an Exhibit in Annex III. The 
needs of each residency were determined based on the kilometrage of roads 
to be maintained for some items of equipment such as trucks, motor-graders, 
loaders, etc., and the remdinder as complementary to the above or on 
personnel needs for proper Bupervision of operations. Equipment for 
pavement, repair and maintenance has been requested only for those 
residencies having asphaltic surface hi~ways. In cutting back the 
financial plan to its present level, the project has been pared to the 
point where further elimination of eqUipment would transform the project 
into a procurement plan. The reduction thus far accepted is being done 
in such a way that a balanced mix of equipment will be maintained; however, 
the Mission considers that further cuts would tend to defeat the purposes 
of the project and would result in a reduction of the benefits tc be 
accrued from the project. It is now anticipated that the DER wLJ. be able 
to procure the eliminated equipment in CY 1968, and perhaps if revenues 
are greater than expected, some of such equipment in CY 196'[. 

I ... 
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4) Reducing the Number of Residencies 

5.14 -	 Additionally, the Mission explored the possibility that the proJect 
need not cover the entire State, or all of the 30 residencies. 

However, in November 1964 the Mission had under consideration a proposal 
for maintenance equipment for t.he 9 state Highway Departments of the 
Northeast. Minas Gerais at that time presented an application to cover 
only the Northern most sparsely settled residencies without refE:rence to 
the remainder of the State. This application was returned to the State 
with the advice that A.I.D. preferred to consider an integra.ted State 
Plan for highway maintenance. To argue now for partial financing would 
be inconsistent with the position previously taken and would discourage 
the kind of integrated planning that the Mission is attempting to 
encourage at both the Federal and State levels. Additionally, such a 
cut-back would serve to exclu4 e certain residencies from achieving the 
objectives of the project. 

5.15 	 - The Mission considered a direct contribution by the GOB to this 
project to reduce the level of AID financing required and to 
thereby complete the financing required for the total project. 

It was decided that it would be impractical to require the Federal 
Government to make a direct contribution to this State project in view of 
overall Federal d.evelof,tnent plans which have been coordinated with the 
Ministry of Planning. A.s is discussed in paragraph 5.11, an additional 
contribution from the Nat1c~al Highway Fund is not administratively or 
legally feasible. 

5.16 -	 The termB of the proposed loan are 20 years, 3 year grace period, 
and interest of 3 1/2!/o per annum. These terms were developed based 

on the rulticipated usable life of the equipllient. In the United States 
the usable life for this type of equipment would be 10-12 years; in 
Brazil due to the lower cost of repair the average life is estimate to 
be 15 years. The interest rate of 3 l/~ is within the repayment 
capability of the DER and is considered to be a reasonable rate for a 
non revenue producing project. 

I ... 
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SECTION III - REPAYMENT CAPACITY 

6.01 - The annual amortization charge over the life of the Loan will be 
931,300. As noted in Annex III, the DER's average annual reoeip~s 

over the same period are estimated to be ~S43 billion (or 823 million) ~. 
The DER should have ample cash to meet its debt obligations, even while 
maintaining a satisfactory level of normal operations. The Loan Agreement 
will, however, incluie a standarri. covenant to the affect that the Borrower 
will not incur indebtedness maturing in more than one year without A.I.D. 
consent. 

C~1850:l assuming that this level will be maintained in 
real terms. 

I ... 
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SECTION IV _ IMPACT ON U.S. ECONOMY 

7.01 - Of the S15.0 million dollar loan portion of the total A.I.D. dollar 
loan, $7.5 million participation will be used for purohases of U.S. 

goods and services. The dollars for looal ourrenoy portion of the loan is to 
be spent with subsidiaries of U.S. firms, suoh as Caterpillar and Barber 
Gl'eene and Clarke. Such locally manufaotured equipment will also require 
importation of oomponents from the U.S. Acoordingly, the Loan will have 
a favorable impaot on the U.S. eoonomy. 

I ... 
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SECTION V - CONDITIONS AND COVENANTS 

8.01 -	 Equipment and services financed under the dollar loan 
for the project shall be procured from the United States 

of America. 

8.02 	- Equipment financed u:1der the dollar for cruzeiro cost 
~ortion of the loan shall be procured from Brazil. 

8.03 -	 The Borrower shall employ qualified technical consultants 
and procurement agents, satisfactory to A. 1. D. who will 

advise and assist in carrying out the project. 

8.04 -	 The Borrower shall provide evidence satisfactory to 
A.1. D. that his own contribution to the proj ect will be 

made available as needed; also that funds will be made available 
for continuing maintenance of the equipment purchased and for 
continuing operation of the hirhway maintenance departme,t. 

8.05 -	 The Borrower shall provide evide:1ce satisfactory to 
A.I.D. that an adequate system to enforce reasonable load 

limits over the state's hifhway system has been developed and 
provisions made for effective e:1forcement. 

8.06 	_ The Borrower will covenant not to incur bdebedness maturing 
more than one year without AID consent. 

8.07 _ 	The Borrower shall provide evidence satisfactory to AID that 
the maintenance plan developed by the enfineering consultant 

and approved by AID will be fully implemented. 

8.08 	- The loan shall be subject to such other terms and 
conditions as A.I.D. may deem advisable. 
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SECTION VI - IMPLEMENTATION PLAN 

9.01 	- Technical implementation is covered in Section II-C 
Engineering Analysis. 

9.02 	- The DER/MG will submit a financing plan including income 
projections over the next two years from the National 
Highway Fund and the state Matching Fund in two columns. 

Ole columD to show income projected as of January 1965 and the 
other to show current projections. 30% of any real increase 
over January 1965 estimates based on the Getulio Vargas 
Foundation wholesale price index will be appli cd to the proj ect. 

9.0) -	 Additionally, at the time the Harrower requests AID 
funds beyond the Cr~)9.0 billion already made available 

under a local currency loan, DER/MG will demonstrate to AID's 
satisfaction that: 

(1) 	 the initial Crf9.0 billion has bee' effectively 
utilized and equipment purchased thereunder adequately 
absorbed by the Departmen t. 

(2) 	 that personnel ~equired to properly maintain and 
operate thE: equipment purchased have been either 
hired and/or uprraded under the trainin~ program 
to effectively utilize the equipment already 
purchased and the equipment beinr requested. 

(3) 	 that the DER/MG has utilized its funds scheduled as 
a cash contribut~un in the financinr plan for the 
project. 

9.04 -	 The attached implementation chart shows the schedule of 
the twelve month period invisioned for completion of 

all purchases in Brazil and the United States. These estimates 
have been based on information collected March 1965 and confirmed 
in April 1965 following the signing with the Borrower of Cr$9.0 
billion. The traiing program as shown on the chart below only 
indicates at which point the training program will be fully 
implemented; it of course will continue as a permanent part of 
the Highway Departments normal operation. 
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IMPLEMENTATION PLAN 

MINAS GERAIS HIGHWAY EQUIPMENT LOAN 

Months 
After 
Loan 
12~~--~--r--'__~--~--r-~--~--r-~---r--~~r-~__~-' 60 

li---~_~---+--~~~--~-4---r--~--r-~---+--~--+---~~--~ 56 

fj/-3
'"----'----

,'" 52 

48 

44 

40 

36 

32 

28 

24 

20 

16 

12 

8 

4 

bO o 1 2 3 4 5 6 7 8 9 10 11 12 
c II) +l II) 


.r-! II) C C r--I '0 +l Q) 

I-<Q)OQ)Q)Q)bOSCII) M 0 NTH S 

Q) V·r-! '0 C I-< C ~ Q) ~ 
 60.0 
Q).r-!+l Q) C·r-!·r-! ~ SoC PURCHASES SCHEDULE 
C :>.r-! v (, ;::i c bO p.. V 

.r-! ~ '0 Q) II) o'.r-! 0 .r-! ~ (in Cr$ Billions) 

bO Q) C ~ ~ Q) ~ ~ ;::i ;::i 

cU} op... Q)~ ~p... o'p...


r:Ll (.) p... E-t r:Ll 

~ Cr$9.0 Billio~ already signed 4/2/65. 

Engineering Services: All consultants' personnel on job before first month; they 
are already working under existing local currency loan. 

Conditions Precedent: All technical CP's already included in Implementation 
Letter No. 1 for existing local currency loan. 
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SECTION VII - ISSUE - Dollar Financing of Local Costs 

Do::"ar local cost financing in the amount of $7.5 million is recom
me1ded; such financing will amount to 26% of the loc~l ~osts 
attributed to the project and is within the estimated amount of in
direct import generation as well as the 50% of project local cost 
financing guideline for project financing. 

(a) 	 Inability of the Borrower to Contribute Additional Local Funds 

to the Project 


During the pre-loan discussions which were held with the 
Borrower during intensive review, the Mission developed a financial 
plan which in the MissioD's judgeme~t is the maximum borrower 
contribution which can be obtained for the project. Under this 
plan the Borrower is contributing 65% of the local costs of the project. 
This contribution (Cr~)20. 7 billion) from the 1965 budf,et, amounts to 
nearly one-third of the total budget for that year. And while next 
year's allocation for the project is less sivnificant, it should be 
noted that the state has allocated a substaIJllally larger amount of 
funds to maintenance operations. In vjew of the fact that the 
magnitude 0f the investment in this project (considerably greater 
than the State's annual budget), the overall level of external financing 
for the project is considered to be reasonable. 

(b) 	 Non-Availability of U.S. Owned or Controlled Local Currency 

It was originally conceived that A.I.D. would finance approxi
mately Cr$12 billion from the 5th PL 480 sales agreement and Cr$18 
billion from future PL 480 agreements. As previously discussed, 
sales of PL 480 wheat under the 5th Agreement have fallen nearly 
40% below earlier projections and the likelihood as well as the 
magnitude of a 6th Agreement is in doubt. 

As a result, the PL 480 loan program has been drastically 
reduced and only Cr$9 billion were available for allocation to 
this project from the 5th Agreement; this loan has already been 
signed. 

The rema~n~ng Cr$18.0 billion would appear to be available 
from a 6th Wheat Agreement; however the situation is considerably 
different this year from the past. Brazil has had to honor its 
trade agreement with Argentina, which resulted in greater Brazilian 



Page 34. 

purchases of Argentine wheat. "The Brazilian domestic wheat 
production is unexpectedly high. The combination of these two 
factors alone has resulted in no shipments of U.S. wheat to Brazil 
for the past six months; and thereby no generations of PL 480 
cruzeiros. Under these circumstances a 6th Wheat Agreement is 
not a reasonable source of funds for this project. There are 
approximately $35.0 million or 600 tons of wheat still to be 
shipped under the present fifth wheet agreement. The cruzeiros 
that will result from these shipments are already allocated and 
in most instances obligated to high priority projects that have 
prior claim against the fifth Agreeme~t by virtue of the fact 
that they were developed first, and firm committments have 
already been made. Additionally, the schedule of funding require
ments, as dictated by the technical implementation, clearly show 
that this project will be fully financed within twelve months 
following the signing of the loan agreement. 

Cruzeiros that will become available under n contemplated 
6th Agreement will not become available for project lending in 
time to be applied to this project. Moreover, it is doubtful 
that the level of cruzeiros so generated ~vil1 be adequate to 
cover the needs of proj ects that already have claim on any f\.nds 
to result from the 6th Agreement. 

The USAID has already made tentative reservations of 
approximately Cr$20 billion, against a possible 6th Agreement 
for the continuation of the Rio-Sao Pau::'o and Rio Grande do SuI 
North Road projects. H:;wever, at this date, there is no assurance that 
currencies will be available for those projects. As is apparent from 
the above discussions, there are no availabili ties of local currency 
from which to fund additional cruzeiro costs for this project. 



(0) Balance of Paj~ents Effects -Brazil 

Execution of the project will have indirect effects on the ba1anoe of 
payments. Available information indicates that between 20% to 30% of the 
cost of highway mai~tenance and oonstruction equipment produood in Brazil 
represents imported components, (inany of the manufacturers are American 
owned or licensed). And., while available data are inadequate for aoourate 
calculations of the marginal import ra.te, the project will create general 
pressure for additional imports. It is reasonable to expeot that the 
indirect impact on the balance of payments will at least equal the 23% 
of local oosts to be financed through dollar oonversion. The reoommended 
level of looal financing is considered to be justified. 

(d) U.S. Balance of Pa.yments Effect 

The dolla.ro to be utili.zed for local ourrenoy finanoing will be made 
available onl.Y for iI;1ports from the U.S. and will be oonverted. under the 
speoial letter of credit procedure. Additionally, the finanoing of 100a1 
coste of maohinery should result in the importation of additional oomponents 
from the USA. It is anticipated that the level of dolla~ local oost 
financing contemplated will not adversely affect the U.S. balance of pay
ments position. 

RECOMMEIJDATI ON: 

It is reoommended that dollar looal oost finanoing in the amount of 81.5 
million be approved. 

http:dolla.ro
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CHECK LIST OF STATUTORY CRITERIA (ALLIANCE FOR PROGRESS) 

§. 1. 	 Foreign Assistance Act of 1961, as amended (hereinafter FAA), 
Section 102. The loan will further the policy of the Act, as 
stated in this Section. Every possible precaution will be taken 
to assure that loan proceeds are not diverted to short-term 
emergency purposes (such as budgetary purposes, balance of 
payments purpoees, OI" military purposes) or any other purpose 
not essential to the long-range economic development of Brazil. 

§. 2. 	 FAA Section 20l(d). Loan funds are not to be loaned or reloaned 
at rates of interest which are excessive or unreasonable for the 
Borrower, or higher than the applicable legal rate of interest 
in Brazil of 12 per cent. 

* 3. FAA Section 202(c), Foreign Aid and Related Agencies Appropriation 
Aot of 1964 (hereinafter l'App~'), Sectior! 117. Funds have been 
appropriated by Congress for this loan. 

* 4. F'AA Section 204. The terms and conditions of the loan are in 

accordance with standards and criteria established by the 

Development Loan Committee. 


§. 5. 	 FAA Section 25l(a). The loan will promote economic development 
in Brazil and will contribute to the welfare of its people. 

§ 6. 	 FAA Section 25l(b)(1). Account has been taken of the extent to 
which Brazil is adhering to the principles of the Act of Bogota 
and Charter of Punta del Este and is showing a responsiveness to 
the vital economic, political, and social concern~ of its people, 
and of the extent to which Brazil has demonstrated a clear determin~ 
tion to take effective self-help measures. 

§ 7. 	 FAA Section 251(b)(2). The activity to be financed is economically 
and technically sound. 

§ 8. 	 FAA Section 251(b)(3). The activity is consistent with and is 
related to other development activities being undertaken or 
planned and will contribute to realizable long-range objectives. 

§ 9. 	 FAA Section 251(b)(4). The loan will have no foreseeable 
adverse effect on the U.S. economy. 
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';t" 10. 	 FAA Section 251(b). Financing from other free world sources 
(includin,s- private sources within the United Staten) on 
reasonable terms for the project is not available. 

11. 	 :.'.l'u.\ Section 251(1,). '(he terms of the loan (interest, :rear 
amortization) are rcasona~lo under circumstances affect inc tho 
loan an'} the capac1t,v of J10rrowcr to repay. 

12. 	 ?Alt Sect ion 251 (1)). Acco~ll1t has boen t,aken of tho oxtent to 
WI: i.eh Tl,ra:ci 1 is rnakL;J(,; rennon3.1)le effo::ot;; to onc01lrn{'.'e 
Tepa tria t j on of carita1 invested in other countriAs b;.{ its 

. -'-' 
elvl~ens. 

fx 13. 	 '~hero aro "roasor.a1)1e r-rospects that tilO loan 

., ,.... ,. ') h 1 () . l' + . h' . I ~ 
.',,,, :)08l·l0)' L) . . e. ap:r;.lcaul0n as ncen rOCel'le(l loT' ,~n 

, on.!'! which gives sufficient information and assurances to 
indicate reasonably that the funds will be used in an 
economioally and technically sound manner. 

15. 	 FAA Section 251 C:;). In view of the nature of the project, it is 
not appropriate to utilize the loan to assist in promoting the 
cooperative movement in Latin America. 

16. 	 FAA Section GOl(b) (4). IT.A. 

17. 	 In the implementation of the loan the Mission will approve the 
Borrower employing private engineering consulting services from 
United States firms, joint ventures between V,S. and Brazilian 
firms, wholly owned P.S. subsidiaries, or any qualified Brazilian 
firm. 

:Q 18. 	 TJ'AA Section r-;04(a). ":quipment, materials, and services (except 
Tlarine Insurance) financed for the project uncer the loan shall 
be procured from the United States or Brazil. All 11.S. dollars 
will be utilized for purchases in th8 U.S. 

19. 	 FAA Section 604(1). Any con~odities financed by the loan and 
purchased in bulk will be purchaseQ at prices no higher than 
prevailing U.S. Market prices. 
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* 20. FAA Section 604(d). Loan funds shall be avaUabi.e for Marine 

Insurance on oommodities shipped when such insurance is placed 

on a oompetitive basis, as speoified in this oection of the 

Aot. In the event that Brazil disoriminates against any U.S. 

marine insurance company, commodities purchased with loan funds 

shall be insured against marine risk with a U.S. company, as 

required by this section. 


§. 21. 	 FAA Section 611(a)(1). Necessary substantive technical and financial 
planning for the project has been completed, and a reasonably firm 
estimate of cost of the project to th~ uni~ed States has been 
obta.ined. 

* 22. FAA Section 611(a)(2). No further legisJative action in Brazil 

is required for implementation of the prJject. 


* 23. FAA Section 6n(b), App. Section 101. The project does not involve 
water or related land resource construction. 

* 240 FAA Section 611(c). N.A. No construction contracts will result 

from the loan. 


* 25. FAA Section 619. Not applicable. Brazil is not a newly 

independent country. 


* 26. FAA Section 620(a), App. Sections 109(a), 109(b). No assistance 
will be furnished under this loan to the present government of 
Cuba, nor does Brazil furnish assistance to the present government 
of Cuba. Brazil has taken appropriate steps to prevent ships or 
aircraft under its registry from engaging in any Cuba trade • 

• 	 27. FAA Section 620(b). The Secretary of State has determined that 

Brazil is not controlled by the International Communist Movement • 


• 	 28. FAA Section 620(c). Brazil is not indebted to any U.S.oitizen for 
goods or services furnished or ordered, where sllch a citizen has 
exhausted available legal remedies or where the debt is not denied 
or contested by or the indebtedness arises under an unconditional 
guaranty of payment given by Brazil. 

* 29. FAA Section 620(d). Loan funds will not finance construction or 

operation of any productive enterprise which will compete with 

United States enterprise. 
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& 30. 	 FAA Section 620(e). Neither the government of Brazil nor any 
governmental agency or subdivision thereof has, on or after 
January 1, 1962, nationalized, expropriated, or seized ownership 
or control of property of any U.S. citizen or firm, taken steps 
to repudiate or nullify existing contracts with such citizens 
or firms, or imposed or enforced discriminatorJ taxation or other 
exactions or restrictive conditions, or taken other ~ctionB 
having the effect of nationalizing, expropriating or otherwise 
seizing ownership or control of property owned by U.S.citizens 
or firms, as specified in this section of the Act, without 
taking appropriate steps to discharge its obligations, as 
specified in this section of the Act. 

± 31. 	 ~AA Section 620(f), App. Sections 109(a), 109(b). Assistance provided 
by this loan will not be furnished to any Communist country. 

i 32. 	 FAA Section 620(g). Assistance provided by this loan will not be 
used to compensate for expropriated or nationalized property. 

i 33. 	 FAA Section 620(h). Assistance provided by this loan will not 
be used in a manner which promotes or assists foreign aid projects 
or activities of the Communist bloc countries. 

i 34. 	 FAA Section 620(i). The President has not determined that Brazil 
is engaging in or preparing for aggressive military efforts directed 
against the United States, or any country to whicL sales ~re made 
under PL 480, nor is any basis for such determination known to A.I.D. 

i 35. 	 !<'AA Section 636(h). Brazil will contribute local currency in the 
amount of $23.6 million to meet the cost of contractual and other 
services to be rendered in conjunction with the project. Foreign 
currency owned by the United States will, to the maximum extent 
possible, be utilized to meet the costs of contractual and other 
services for the project.. 

& 36. 	 Appo Seotion 102. C _gations of funds in excess of $25,000 for 
engineering fees to any firms or grollp of fhoms financed u.1de:r 
the loan will be reported to the committees on appropriations 
of the Senate and House. 
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t 37. 	 App. Seotion 104. Funds obligated by the loan, and local currency 
generated thereby, will not be used to pay pensions, annuities, 
etc., as prohibited in this section. 

38. 	 Apr. Section Ill. U.S. perGonnel to serve under contracts for 
services financed by the 10Bn shall have security clearance. 

A 39. 	 All!"'. Section 1120 r'irms which provide enginp.ering, procurement, 
and c.onstruction services financed by the 1,- m for the project, 
and t.he terms of' their contracts, shall be _lJpl'oved by A.I.D. 

t 40. 	 App. '3edion 114. Loan funds will not be used to make any 
payment to the UoN. 

A 41. 	 Api'. ~-ieGtion lId. N.A. 'l'he project does not call for any 
COtlstr'uetion. 

:A: 42. 	 App. Section 601. Loan funds will not be used for publicity or 
propaganda pu~poses within the United States. 
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DESCRIPTION 
AT EACH 
RESIDENCE 

AT CENTRAL r: H 1 
~~~tD~HBE ~ II 

SIjOP . \ 
lx2'S) 

NO.6,10,1~ 0 
23,30(x6) 8 

Crankshaft Regrinding Machine 
Crankshaft Balancing Machine 
Magnaflus Test 
Universal type Line Boring Machine 
Cylinder Boring Bar 
Cyl incler Hones 
Connecting Rod Borine Machine 
Connecting Rod Aligner 
Hontll~; Machine foY' Connecting Rod 
Bushinc 
Surfn~e Regrinding Machine (Heads 
and Cylinder Blocks 

! Oni~er3al Milling Machine 

I
,Mi. crometer Set (Inches) Up to 61! 

Micrometer Set lcm y ) Up to 15 cmu 
Piston Grinding Machine 

1 
1 

~n1eel DressinG Machine 
Lathe, 2.50 m" 
Lathe, 1. 50 m, 1 
Lathe. 0 .. 60 m, 

Horizontal Shaper Oc60 m. Stroke 
Fuel Injection Pump Test Stand 
Injector Test Set 1 
Vertical Drilling Machine (Up to 111) 1 
Valve .Ei'ace Grinding Machine 1 
Valve Seat Grinding Machine 1 

Hydraulic Jack, lO-·ton 1 
Floor HOister on Wheels w/Chain 
Blocks 1 
Bench Grinder, IHP -
Dinamometer -
Brake Band Riveting Machine 1 
Power Hacksaw, Stroke up 611~ Material 1 
Compression Tester (Gasoline and 
Diesel 1 
Set of Torque Wrenches up to 300 lb. 
ft (1/4I!, 1/2", 3/4") 
Planing Machine, 0.80 rn. Stroke 

1 
-

Bench Grinder, 1/2 HP 1 
Pedestal Grinder, 3 HP 1 
Brake Drum Lathe -
Heat Treatment Furnace (CementatIon) -
Portable Electric Drill, 1/2" 2 
Portable Electric Drill, 5/8" 1 
Electric Welder, 350A 1 

1 

1 
1 
2 
2 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
2 

2 
1 
1 
1 

3' 

3 

13 
1 ~ 

"). 

1 

2 
1 
2 
1 
1 
1 
3 
2 
1 

3 

,3 

3 
3 

6 
3 

7 I
6 
7 
1 
6 
6 
a 
7 

31 

------------------------------------------------------------------~--.~ 
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!. , .,'.':r1 DESCRIPTION 
t . I ~ '; , 

I
I ·... .\.~. 

·L ',.• Acetylene Welding Set (2Kg. 
1 oharge) 
\ -1 " '.J 

I • . Acetylene Welding Set (6 Kg.. 
charge) 

f "£ Hydraulic l>r-ess p 60-Ton 
Hand Press . 

_,I, .. Air Compressor~ 150 CFM 
Ai r Compressor~ 300 CFM'I t '" 

" 
t Hydraulic Jack on Wh~~ls~ IO-Ton 

", ' '0' Hydraulic Jack~ 6-Ton ..) Battery, Charg&~~ 12 Batter1es~ l2V.. ,'. 

:•• 4 \ Spark Plug Clean.er and Tester" .• II 

Uni versal Electric Test Stand 
'rachometer 

L 

Electric Blower,ll 1/4 HP~'. '.5 ., 
\ . !\ ~. .Electric Shear's i'or Sheets,ll L 30 M. 

X lJ8v, 
, I Hand Shears 

Itt:... 


• •: 01 

High Pressure water Pump
Hydraulic Elevator.v l2...Ton:~ /. ' I.: ,) , , ~~be VUlcanizing Maohine 

Tire Pressure Gauge 


::.:··')' 1 Gasoline FillIng PUmp
" '.' , 
.", '; DIesel Filling Pump
:: ;.~ .. i Portable Electric Shears for Met.al 

I . ' .. ~ . 

Plat.,::s 
Hotary Polisher. (Body Wor'k)
Body Tools 
'rool Kit Mast.er Mechanic 
Pusher and Puller' Set. (Small and 
Large)
Anvll v 40 Kg.
Porta'ble Spo·t Welding Machine 
Calendar for Plates 
Hydraulic Straightener tor Body Work 1 
Paint 'Spray Gun 

~. ..' 

Wood Plane 

Band Baw 

1 
Press Brake 

'0j. .' Hand Filling Pump for Transmissions 2. '. 
Grease Gun", Compr'esse.d Air 2 
Thi'oknesser 

" 
1 

Spindle Molder 1 
1 

Ciroular Wood Bew (.r
Chain and Chisel MOrti8~r 1 

1 
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AT EACH AT CENTRAI:r····

RESIDENCE ~g~~~E I 
- ! 

~ 1 
NO .. 6~lO~ 111 f~ 

I f.:A ~ 
SHOP 

(x25} 

1 

l! 
1 
I 
1 

1 
1 
1 
1 

1 
1 

1 
1 
1 
1 
2 
1 
1 

1 
1 
2 

1 
1 
1 

23~30(x6j 

1 

1 
1 
1 
r 
1 
2 
2 
1 
1 
1 
2 
I 

1 
1 
2 
.L. 

1 
3 
1 
1 

1 
1 

1 :.1 ,.I 

1 

1 

1 
1 
'2 

1 

3 

J 

l ' 
1 

l! 

1 
1 
1 

. I 

I 

http:Clean.er


--

ANNEX II 
Exhibit 3, Page 5 of 5 

['EM 
I DESCRIPl'ION 

,; I'w. 

AT CENT}
BHOPAN 
RESIDEN' 
NO" 6,10;, 
23~30 (. 

----..... 
,q.,1. Tenoner 
~ (52, Belt Sander 


:~3v I Portable Cht.<~ . Hoist Jig 

, ,'}.LJ.: 

' '~ 
HYdraulic Track Press 

\c) , 
., - , f'ront End and Wheel (Align1ng


Machine) W/All Attachments 

Cl - I
,:8, l Impact Wrenches 
r 
(,~ 7 - j Filte~1ng Equ1pment for Diesel Oil 
>--i'l.'3 . '1 Steam Cleaner 

II 

.. _1

A'r EACH 
RESIDENCE 
SHOP 

(x25 J 

-

1 
1 
-

-

1 
1 .., 

1 
'/ 1 

2~ 
1 

1 (J 
2 ! ~'Z 
1 j :1J\ 

': .~! 1 
"-_.... - ~.i ....._~ 
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A BROWN & ROOT, Inc. • International Consultants 
---.--,Wr------ENGINEERING. ECONOMICS' FINANCE----------

. BROWN & ROOT ULTRAMAR LTDA. 
A V. RIO BRANCO. 37 . 5/60-:'

1965 F 0 N E. 	 4 3 . 348218 .Rio de Janeiro, March • 

U.S. Agency for International Development 

USAID - Mission to Brazil 

American Embassy 

Hio de Janeiro 

Attn: Mr. Lawrence Brailsford 


Capital Development Officer 

Subject: 	 State of Minas Gerais High
way Maintenance Equipment. 

Gentlemen: 

With reference to the questions raised regard
ing the highway program of the State of Minas Gerais in con
nection with their loan application for the purchase of high
way maintenance equipment we wish to submit the following 
information which was obtained during our work as consultants 
to the State Highway Department of Minas Gerais (DER-MG); 

L 	 The highway program carried out by DER-MG in past years 
was as follows: 

Year Construction Pavin~ Maintenance 
Km KIn Km 

1959 366 116.0 13,744
1960 216 200.5 13,406 
1961 201 57.6 13,569
1962 212 206.3 14,381 
1963 243 264.8 15,717
1964 171 200.1 15,906 

The cost of this work is shown in the financial 
statements of the DER-MG presented in Tables 8 & 9 of the 
supplemental report submitted 29 January 1965. 

The highway construction program prepared by the 
Planning Division of the DER-MG for future years was revised 
because of the precedence of the highway maintenance program 
and due to financial limitat1ons, as follows: 
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I!!!: Priority O:cigl.nal i.1.aa Revised Plan 
Construc'Ciou Paving Construction Paving 

Krn Km Km Krn 

1965 	 1st 422.5 404.5 !j.22.5 404.5 
2nd 282.0 
3rd 313.0 

1966 	 1st 360.0 727.0 360.0 282.0 
2nd 60.0 84.0 
3rd 121.0 23.0 

1967 	 1st 514.0 515.0 181.0 413.0 
2nd 493.0 378.5 

Under the revised program l the following highways are scheduled for 
construction and paving during 1965: 

Route section Total 
Krn 

Existing 

Constr·. Pvmt. 

Revised 
1965 Program 

Constr. Pvmt. 

MG-l 
~G-4 
MG-7 
MG-8 

Curvelo-Corinto 
BR/31-Acesita
BRj'55-Vian6polis
Serra do Salitre-B~106 

48.0 
86.5 
10.0 

155.0 

43.0 
86.5 
1000 

136.5 

24 
51 0 

18.5 
10.0 

MG-23 Divin6polis-Carmo da Ma
ta 50.0 10.0 40.0 

MG-24 MG/7-Sto. Antonio do 
Monte 27.0 2700 27.0 

MG-24 Gon~alves Ferreira
Claudio 17.5 1705 17·5 

MG-25 
MG-25 

Formiga-B~55
Arcos-Bambui 

95.0 
60.0 

58.0 
60.0 18.0 

37.0 
42.0 

MG-54 
MG"56 
MG-59 
MG-60 

Ituitaba-Canal SoSimao .....
Ouro Preto-Ponte Nova 
Lafayette-Piranga
Lavras-S.Joao del Rei : 

110~0 
80.0 
68.5 
64.0 

80.0 
34.0 
43.0 

66.0 
110.0 

26.0 
51.0 

14.0 

MG-I08 
MG-112 
MG-119 
MG-131 
MG-157 

Lajinha-B!V31
Carango1a-Fervedouro
Volta Grande-Pirapetinga 
Grama-Uba 
Coqueira l-Ncpomuceno
Monte Belo-Muzambinho 

30.0 
31.0 
26.0 
97.5 
28.0 
18.0 

16.5 
3100 
26.0 
97.5 

10.0 

21.0 
37.0 

13.5 

28.0 
8.0 

31.0 
5 

33.5 

Connect
, ing
Highways 

BR-32/78 
BR-76 

Pompeu-B~7
Dores-Luz 
paraopeba-G.Maquine 
Lajinha-Mutum 
pains-MG/25
campanha-Lambari 
Pouso Alegre-Po~os de 

43.0 
37.0 
27.5 
50.0 
20.0 
40.0 

20.0 
25.0 
7.0 
5.0 

20.0 
40.0 

23.0 
12.0 
20.5 
15.0 

20.0 
40.0 

caldas 90TO 90.0 30.0 60.0 
BR-82 
MG-22 
BR-68 

= 
Leopoldina-cataguazes 
BFl/4-Bicas 

22.0 
51.0 

22.0 
36.0 - -

~ 
422:5 

22.0 
20.0 

404.5 
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Please note that the work shown under the heading
"construction" generally consists of substitution of exist 
ing earth roads, rather than of entirely new construction, 
and will not result in a corresponding increase in total 
state highway mileage. Under the policy of the DER-MG, this 
work is generally performed under contract, since it is beyond
the scope of ma~ntenance operations and far beyond the limit
ed capabilities for force-account constructiono An indication 
of the importance of the roads included in the 1965 highway 
program may be obtained from examination of the economic maps 
submitted with the supplemental report on 29 January 1965. 

2. 	 The revenue of the DER-MG from its share of the federal tax 
on fuel oils and lubricants was estimated at CIt 25 billion on 
the basis of the prices prevailing in September 1964. As 
sho~m in Table 5 of the supplemental report of 29 January 1965, 
this estimate was revised to aocount for price increases from 
September 1964 until January 1965, and to include the effect 
of future price adjustments as provided for by the federal law 
regulating the National Highway Fund. Considering the price
increase of 27% from September 1964 through January 1965 and 
allowing 2506% for the total effect of subsequent price increa~ 
es during the year, the estimate of the DER-MG allocation from 
the National Highway Fund has been revised to CIt 34 480 billiono 
This amount has lleen used in preparing the provisiona J, budgets 
presented in paGe 22 and Tables 22 and 23 of the supplemental 
repor-t. 

3. 	 On the basis of a detailed review of existing highways by indi
vidual sections, the present extent of the state highway system 
was found to be 13 850 Km. In addition to these. state high
ways, the DER-MG maintains 2 056 Km of federal and municipal
roads, giving a total of 15 906 Krn included in the maintenance 
program. On the basis of our review we concluded that the data 
quoted from IBGE and AnuArio Estatlstico are in erroro 

4. 	 A copy of the approved State Budget is submitted herewith. This 
operating budget was used as the basis for preparation of the 
provisional budgets presented in the supplemental report which 
the DER proposes to adopt upon approval and implementation of 
the loan application. Provisions for anticipated inflationary
price increases of 5~ per year have been considered in prepa
ration of the provisional budgets. 
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Please note that the amounts included in these pro
visional budgets for acquisition of maintenance equipment under 
the proposed program have been computed on the basis of the 
assumption that the first delivery of equipment will take place 
in May 1965. Because of inflationary price increases, the cost 
of the proposed local currency purchases is expected to increase 
by 3971% or ~ 1 168 million per month of later equipment deli
very 

Very truly yours, 

BROWN & ROOT ULTRAMAR LTDA. 

~ Q Jj~~__.., 
Hen~ G. Thurm 

- Project Engineer 

HGT/ba. 

Encl.: state Budget 
c.c.: DER-MG 



Be ESTIMATED COSTS OF REQUESTED VEHICLES AND MACHINERY 
-

CALCU~ITEM EQUIPMENT PURCHASES INCl$ PURCHP.SES IN US$ 
LATED AVP.ILABLE EQUIP= 

DESCRIPrION MENTEQUIP-
NOo BAD GOODMENT REQUES CIFjRIOUNIT TOTAL CIF/RIO 

REQUI·~ CONDI CONDI TED PRICE COST UNIT TOTAL 
TION-TIONRED Cr$ PRICE COSTCr$ 

LOOO~_iAPP. 12) Iv 000# JUSjL 00) U3$1.00 

1 	 6=Passenger63/4~ 
ton Pick~Up Truck 30 30 8.000 240.000 

2 	 3~Pas.enger, 3/4~ 
ton Pick~Up Truok 
(F~100,C~1404 type) 68 68 7.000 476.000 

3 	 3-ton Conventegaso~ 
line .Truck (F~350 
type )' 75 75 7.200 540,,000 

4 	 6~Passenger Station 
£Rura1 W1llys Type) 30 38 

51. 	 J7-Ton Diesel Rear 
Dump Truck (LPKL 321 
F-600,C~6503 type) 636 106 166 470 14.000 6580.000 

6c 	 6/7 Ton Convent. 
Diesel Truck (LAP~ 
321, F-600 type) 71 S 14 57 14.000 798.0OC 

7'-	 6JJ Ton Diesel Truck 
w/f1e1d 1ubr1ficat-	 ~fi ~1~ equ1pt (LAP-32l, f-'o
F- 00 type) 30 30 19.000 570.000 c+H 

SL. 	 ~ 
H

10,000-Liter water .. 
Tank Truck (0-11000, I-tl
L-76 type) 163 1 162 22.000 3564.000 III 

C1>9V 	 10,000-Liter Fuel 
Otl 

Tank Truck (D-11000, I-' 

0.L-76 type) 30 	 30 22.000 660.000 H:> 

\0 



B. ESTIMATED COSTS OF REQUESTED VEHICLES AND f.1ACHINERY 

CALCU- EQUIPMENT PURCHASES IN Cl1 PURCHASES IN US$ 
ITEM LATED AVAILABLE EQUIP-

DE8CRIPl'ION EQUIP- MENT 
MENT REQt:ES UNIT TOTAL CIF/RIO CIFjRIO

NO. REr'JI- BAD GOOD TED PRICE COST UNIT TOTAL 

(~.12)1 CONnI 
TIO~ 

CONDI 
TIO~ 

Cr$ 
(1. 000, ) 

Cr$ 
(1. 000, ) 

PRICE 
(US$1.00) 

COST 
(U8$1. 00) 

10--100/130-HP Motor 
grader (M-70, 10-D, 
NO. 12 type) 163 95 56 107 38.000 4.066.000 

11--2-cu.yd.Wheel Loader 
(TL-16, 944 type) 101 8 20 81 23,500 1,903,50'

12- 1-1/2 cu-yd. Crawler 
Tractor Loader 
(HD6G, 955 type) 30 20 30 18,500 555,00< 

13--35/50HP Crawler 
Tractor wjbackhoe 
and front 3/4 cu-yd
bucket (HD-3,TD-340
type) 30 30 13,000 390,00 

14--120/150HP Crawler 
Tractor (HDIIEC,D6C
Power Shift T,ype)w/
angle-dozer 82 74 82 29,500 2,419.. 00 

15~/10-Ton Tandem 

16 
Rollers 
Sheep Foot Rollers 
1.00 M. diam. 

44 

44 

7 5 39 

44 

12.600 

4.000 

491.400 

176.000 il 
17 30 cu.mJhour Jaw r-'-

c+H 

18 
Crusher 
Air Compressor w/3 

44 13 8 36 10.000 360.000 H 
0'\ 
'" 

or 4 Jack Hammers 44 17 5 39 19.000 741.000 '"tl 
III 

()Q---...,.-- CD 

f\) 

0 
H;> 

\0 



B. ESTIMATED COSTS OF REQUESTED VEHICLES AND MACHINERY 


PURCHASES IN US$EQUIPMENT PURCHASES IN Cr$CALCU-
ITEM LATED AVAILABLE EQUIP-

CIF/RIO CIF/RIOUNIT TOTALEQUIP- MENTDESCRIPTION 
PRICE COST UNIT TOTALMENT REQUESBAD' GOOD

NO. TED Cr$REQUI- Cr$ PRICE COSTCONDICONDI
RED TION-TIOtrAPP.12 ) (1. 000, ) (1. 000, ) (U8$1. 00) (U8$1. 00) 

19 1 30-Ton Tractor 
Trailer 30 30 35.000 1.050.000 

20 Radio Transmitter 
and Receiver 6MCI 
seg 60 60 2.000 120.000 

21- Wheel Tractor (D~ 

221.1 
75, CBT type)
Breakdon Truclc wi 

88 88 7.500 660.000 

Winch for 10-Ton 31 31 18.000 558.000 
23- Portable asphalt

plant for mistures 
repair 12 12 20.000 240.000 

24 600 gal asphalt 
kettler 12 12 7.000 84.000 

25  60 ¥:VA Diesel 
electric set 31 15 31 15.000 465.000 

• • • • • • • • Q • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • a _ • • • • •TOTAL C08T 22.439.400 5, 267,50C 



Ce ESTIMATED COSTS OF REQUESTED TOOLS A}(1) SHOP EQUIP~lENT 
-" 

PURCHASES IN US$CALClJ.=. EQUIPMENT PURCHASES INQ$ 
EQ.UlP~ITEM LATED AV~II..A.BLE 

EQUIP~ UNIT TOTAL CIFjRIOMENT CIF/RIODESCRIPl'ION 
PRICE COST UNIT TOTALREQUESMENT GOO_

REQUI~NO .. BAD PRICE COSTTED Cr$ Cr$ 
CONDl CONDlRED 

TlON (1. 000, ) (1.000, ) (US$1. 00)(US$1.00)APP.13) TIOD 

1 	 Crankshaft Regrinding 
Machine 6 3 3 22,000 66,000 

2 Crankshaft Balancing 
Machine 6 6 7,000 42,000 

3 Magnaflux Test 6 6 19.500 117.000 
4 Universal type line 

boring Maohine 6 1 5 5,500 27,500 
5 Cylinder Boring Bar 6 6 1,700 10,200 
6 Cylinder Hones 6 1 5 180 900 
7 Connecting Road 

Boring Machine 6 1 5 2.800 14,000 
8 Connecting Rod 

Aligner "6 6 700 4,200 
9 	 Hor~ng Machine for 

Connecting Rod 
B1shing 6 1 6 2,500 15,000 

10 	 Surface Regrinding 
Machine (Heads and 
Cylinder Blocks) 6 6 10,000 60,000 

11 Univers81 Milling 
Meohine 6 2 4: 17.500 70.000 

12 Micrometer Set (Inch
es), 	Up to 6" 37 1 36 

'" I 10,8001, Micrometer Set (Cm. ) 300 
Up to 15 Cm. 31 '. 1 36 ,00 ~ 10,800

r ....,. 
, . rtt:! 

+="" .."" 
0
H)'"d 

ID 
\Q m 

(1) 



c. ESTIMATED COSTS OF REQUESTED TOOLS AND SHOP EQUIPMENT 


PURCHASES IN US$EQUIPMENT PURCHASES IN C4CALCU-
ITEM AVAILABLELATED 

EQUIP-DBBCRIPl'ION EQUIP-
CIF/RIO CIF,/RIOMENT. UNIT TOTALBAD GOOD MENT 

REQUES PRICE COST UNIT TOTALNO. CONDICONDIREQUI-
TIO}("" PRICE COSTTION Cr$RED TED Cr$ 

(1. 000,) (I.OOO,J US$I.00JJuSi1.00)IAPP.131 

14 Piston Grinding
Maohine 6 1 5 2 1 500 121 500 

15 Wheel DreSSing
Machine 6 1 6 300 1.800 

16 Lethe, 2.50 M. 6 2 4 4.200 16.800 
17 Lethe, 1.50 M. 31 11 16 15 2.500 37.500 
18 Lethe, 0.60 M. 6 2 4: 1.000 4.000 
19 Horizontal Shaperl 

0.60 M. Stroke 6 1 2 4 1.600 6.400 
20 Fuel Injection Pump

Test Stand 6 1 5 4$800 24,000
21 Injeotion Test Stand 37 2 35 520 18$200 
22 Vertioal Dri11in§

Maohine (Up to 1 ) 31 13 12 19 1.000 1·9.000 
23 Valve Face Grinding

Machine 31 7 2 29 580 16,820
24: Valve Seat Grinding

Maohine 31 4: 3 28 350 9,800 
25 H;ydraulic Jack, 

10-Ton 37 16 4 33 270 8.910 
26 Floor Hoister on 

27 
,28 

Wheels w/Chain
mocks 
Bench Grinder$ lHP 
Dinamometer 

'7
6 
6 

12 
-
6 

31 

6 

450 
180 

16.650 

4$000 

t:<J~ 
&~ 
~~ 
f-'o 

24,000+ ~ 
;29 Brake Bend Riveting 0\ ... 
, 

:30 
Machine 
r . :ler Haoksaw Stroke 
Up 6" Material' 

31 

31 

5 

4 

2 

2 

29 

29 

200 

300 

5.800 

8.100 

"'d 
III 

OQ 
Cl> 

'-11

8,s. 
.-----  \l) 

http:JuSi1.00


Cc ESTIMATED COSTS OF REQUESTED TOOLS AND SHOP EQUIPMENT 

CALCU= PURCHASES INC» PURCHASES IN US$rEM ~QUIPMENT 
LATED AVAILABLE EQUIP= 

DESCRIPTION EQUIP= UNIT TOTAL CIFjRIO CIF/RIOMENT 
NOo GOODBAD PR.1.CE COST UNIT TOTALMENT REQUE,2 

REQUI~ PRICECONDI CONDI Cr$ Cr$ COSTTED. TIONRED TImr 
(10000, ) (US$1o 00) (US$1. 00)(10 OOO~ )upPc131 -

31 Compression Tester 
, (Gasoline & Diesel) 31 1 30 360 10joSOO 

32 Set of Torque Wrench 
es U~ to~OO 1b.ft.= 
(1/4 " 1 2",f 3/4") 37 37 70 2,590 

33 Planing Machine 
0.80 M. Stroke 6 6 30100 ISo 600 

34 Bench Grinder, 1/2HP 37 14 11 26 So 2.080 
35 Pedestal Grinder 

3 HP 31 1 9 22 380 S.360 ',' 

36 Brake Drum Lathe 6 6 2.800 16.800 
37 Heat Treatment 

Fur.nace (Cementa~ 
tion) 6 6 5.600 33.600 

38 Porteble Electric 
Drill 1/2" 68 11 13 55 150 8.250 

39 

.40 

Portable Electric 
Drill 5;8" 
Electric We1der,f 
350A 

37 

31 12 15 

37 

16 

480 

1.500 

170760 

24.000 
~I& ...... 
c+H 

41 Acetylene weldin,
Set (2Kgo charge 31 18 13 18 600 10.800 

H 
C\ 

'" 
42 Acetylene weldin,

Set (6Kg. cherge 31 7 2 29 900 26.100 
'"d 
III 

(JQ 
C1) 

~ 
0 
H, 

\0 

~ 
...z 



C. ESTlMP.TED COSTS OF REQUESTED TOOLS AND SHOP EQUIPMENT 

r:~r"•I PtTRCF~.•SE5 1i-l ............ PlJRGH LJ 
.,.: JL; ,
CP':"JG~.:-. EQ!JIPME~!'l' 

ITEM EQUI?~ i__ILft.TED f!..VJc.lLAELE 
DESCRIPTION EQUli'- MENT 

r.rOTJl.LUNIT ClF/RIO CIFjRIOMENT REQUESBAD GOODNO. PRICE COST UNIT TOTP.LTEDREQUI- CONDl CONDl 
COSTPRICERED Cr$Cr$TION- TlON 

(1. 000, ) (1. 000, )(APP.13) (US$1. 00) (US$1. 00) 

" Hydraulic P:'ess 
60-Ton 31 4 27 800 21.600 

44 Hand Press 31 31 220 60820 
45 Air Compressor, 150 

CFM 31 21 10 21 680 14.280 
46 Air Compressor, 300 , 

~CFM b , 5 1 10300 1.300 
47 Hydraulic Jack on 

Wheels, 10-Ton 37 4 5 32 280 8.960 
48 Hydraulic Jack, 6-Ton 37 16 4 33 250 8.250 
49 B8ttery Charger~ 12 

B8tteries, 12V 31 18 7 24 520 12.480 
50 Spark Plug Cleaner 

end Tester 31 1 4: 27 65 1,755 
51 Universel Electric 

Test Stand 6 6 3,100 18,600 
52 Tachometer 37 37 350 12.950 

Electric Blower,5' 
l/'HP 31 16 13 18 80 1.440 

54 Electric Shears for , ~i 
~xSheets, 1. 30M. x 1,18" 6 t) 3.500 21.000 I-'-
c+H55 Hand Shears 31 2 31 800 24.800 H 

56 H1gh Pressure Water ... 0'\ 

Pump 37 9 12 25 1.000 25.000 tU 

57 HYdraulic Elevator, III 
OQ 
rol2-Ton 31 1 30 3.000 90.000 

58 Tube Vulcanizing -..J 

.....,Machine 31 17 6 25 114 2.850 0 

\0 



C. ESTIMATED COSTS OF REQUESTED TOOLS AND SHOP EQ.UIPMENT 


CALCU- EQUIPMENT PURCHASES IN~ PURCHASES IN m 
ITEM LATED AVAILABLE EQUIP-

DESCRIPrION EQUIP-
MENT 

MENT 
REQUES 

LTNIT 
PRICE 

TOTAL 
COST 

CIF/RIO 
UNIT 

CIF/Rl
TOTAl 

NO. REQUI- BAD GOOD TED Cr$ Cr$ PRICE COST 
RED CONDI CONDI 
(APP.13) TIO~· TIOtr" (1.000.. ) (1.000.. ) (US$1.00) (US$l~( 

59 Tire Pressure 
Gauge 68 2 66 300 19.800 

60 Gasoline Filling . 
Pump 31 11 19 12 1.260 15.120 

61 Diesel Filling
Pump 31 13 15 16 1~260 20.160 

62 Portable Electric 
Shears tor Metal 
Plates 6 1 5 500 2.500 

63 Rotary Polisher 

6. 
(Body Work) Bod,. Tools 

31 
31 

8 
13 

7 
2 

24 
29 

350 
120 

8.400 
3.480 

65 Tool K1t 
Meohanic 

Mester 
68 68 1.. 200 8l.. 6C 

66 Pusher and Puller 
Set (Small and 
Large) 31 31 650 20.. 15 

~ 
69 
70 

71 
72 
73 

Anvil...0 Kg.
Portable Spot Weld
ing Maohine 
Calendars for Plates 
HYdraulic Straigh
tener tor Body Work 
Paint Spra7 Gun 
Press Brake 
H£nd Filling Pump 
tor Transmissions 

31 

31 
6 

31 
37 

6 

68 

13 

19 
1 

17 

7 

8 

7 

24 

31 
6 

31 
29 

6 

61 

60 

350 
1.800 

15 
70 

20.000 

55 

1.440 

10.850 
10.800 

465 
2.030 

120.000 

3.355 

~I 
I-'" 
c+H 

H 
0\ 

'" 
'"d 
Pl 

OQ
CD 

(X) 

a 
J 

\() 



C. ESTIMATED COSTS OF REQUESTED TOOLS AND SHOP EQUIPMENT 


ITEM 

NO. 
DESCRIPTION 

CALCU-
LATED 
EQUIP-
MENT 
REQUI-
RED 
(APP.13) 

EQUIPMENT 
AVAILABLE 

BAD GOOD 
CO~ CONnl 
TIOll TION'"' 

EQUIP-
MENT 
REQUES 
TED 

PURCHASES INert PURCHASES 

CIF/RIO
UNIT 
PRICE 

(US$l. 00) 

IN US$ 

CIF/RIO
TOTAL 
COST 

(US$1. 00) 

UNIT 
PRICE 
Cr$ 

(1. 000, ) 

TOTAL 
COST 
cr$ 

(1. 000, ) 

74 Grease Gun, Compress
ed Air 68 3 6 62 210 13.020 

75 
76 
77 

Th1clmesser 
Spindle Molder 
Wood Plane 

31 
31 
31 

4 
5 

14 

3 
3 

11 

28 
28 
20 

1.715 
900 

1.100 

48.020 
25.200 
22.000 

78 Circular Wood Saw 31 7 11 20 1.000 20.000 
79 Cahin and Chisel Mortiser 31 4 4 ~7 1.300 35.100 
80 Band Saw 31 2 31 2.000 62.000 
81 Tenoner 6 1 5 1.400 7.000 
82 Belt Sander 6 1 5 1.200 6.000 
83 Portable Chain Hoist 

8, 
Jlg 
HYd~aulic Traok Press 

37 
6 2 1 

37 
5 

380 14.060 
7,000 35,000 

85 Front End and Whee1 
A11gning MBchine 
wjAl1 Attachments 6 6 4,500 27,000

86 Impact Wrenches 37 37 300 11,100 
87 Filtering ~UiP. for 

88 

Dlesel 011 one cen
trlfugal 1500 1/h 
pump and two 20,000 
1 tanks 
Steam Cleaner 

31 
6 

1 30 
6 

3.300 99.000 
1,100 

~I
1-'-
c+H 

H 
0\ 

'" 
6,600 

M 
Il' 

(JQ

TOTAL COST ••••••••••••••••••••••••••••••••••••••••••••••••••••• 1.300.440 C1> 581,915 
\.0 

0 ....., 

\.0 



---

SUMMARY OF ?RGJECT COST 


"'PforopSo T(jTALll"'i~L _ u-\:;c"asl P IProvided by DER./HG ~~ ~. ..1' frooosed Cr~ Purchases 
Inflation ..... US;~ equiv-

Cr~ Cos~s Cr8 C08-!-SProvision Provision a~ent Cr$15~0U~<; 

1.000 Cr~ 1.008 Cr$ 1.000 CrS 1.000 CrS = US$ 1.00 
~------.--------------------~~~~~-+~~~~~~------------~~~~~~.-+~~~~~~---------------+-
Equipment Purchases being 

contracted 1,65~I 
iProposed Purchases 	of Vehic1e~ 

& Hach2.nery 1l0,7t:l,000 20,247,5(:05,2i.tl,C;02 5,267,500 11,651,i.tOO 4,310,292 

Spare Parts for Above 2,243,9i.t0 1,1.+40,690 2,332,044526,750 

Spare Parts for Existing 
Hachinery 322,6B7110,655399,190 I 

Existing Tools & Shop Equipment 411,392649,999 

Proposed Purchases of Tools & 
Shop Equipment 561,915 1,300,440 866,093 1,371,223 

Pontingencies 637,616 

~onsulting & Engineering Cost 
t<:l 

i~to Date 19,717 12,419 ~ 
;:r' 
f-'o 
0' ~.~8onsu1ting Cost 365,000 	 26,355,405 f-'o 
c+ HO:J 

",H t.lCost of Training (,425,304 f--.J 
~ 

'1:l t:1~------------------.-----+----------+---------4-------------+------------r----------+.------.-------
SUB-TOTALS 33,7 0 0,000 ~ (])

7 z37· z7"-:' 
r-' 

---------------------------~--------~----------~------------~----.------.-- ------.----~----	 H-

TOTAL 	 22,050,544 9,510,4;1,' 15,10 5,7:'0 6,617,075 41,l6.. 7,;1 V1 

0 

http:2,243,9i.t0


Table 20 

ANNUAL COST 	 ANNEX II 
Exhibit 7, Page 2 of 5 

A. Annual Cost of the Investment. 

Real 	Estate (Life 100 years) 

Ur$ 1,374,900,000 x 0,0504 • 1580 


Existin$ Buildings (Life c5 years) 

Cr$ 2,329,000,000 x 0,0709 • 1580 
 J.04,510 ," 

Construction of Shops & Buildings(Life 30 years) I 
Cr$ 750,000,000 x 0,0651 • 1580 02

30,9 '" 
Existin~ Vehicles & Machinery (Life 5 years) 

Cr~ 6,307,200,000 x 0,2310 • 1580 92",128 I 
Equipment & Hacl1inery to be purchased(Life 8 years) 

Cr$ 1,841,199,000 x 0,1970 • 1580 229,66'( I 
Cr$22,439,400,000 x 0,1970 • 1580 2,79'( ,824 

US$(5,267,500+ 526,750) x 0.1970 1,141,46'( 

Existin~ Tools & Shop Equipment (Life 5 years) 
Cr~ 649,999,000 x 0,2310 • 1580 

Tools & Shop Equipment to be purchased(Life 8 years) 
Cr$ 1,300,440,000 x 0,1970 • 1580 162,143 

US$(581,915+58,19c) x 0.19'(0 120,101 

Engineering Cost (distribute over 5 years) 
Cr$ 19,711,000 x 0.c310 • 1580 2,883 

US$ 365,000 x 0.2310 84,315 

Cost of Training (distribute over 3 years) 
Cr$ 8,352,439,000 x 0.3672 

Debt Service 
US$ 6,850,8'{8. 8 856,360 

Annual Cost of Investment for US$ 8,539,337 
Maintenance after Implementation of Project 



",_.....,------_._-----
Table 20 (ocmt • ) 

ANNEX II 
B. Annual Cost ot Investment to Date. 	 Exhibit 7, Page 3 of 

Real 	Estate (Life 100 Years) 
~ 1,374,900,000 x 0,0504 - 1580 44.857 

Existing Buildings (Lite 25 years) 
~ 2,329,000,000 x 0,0709 - 1580 104.510 

" Existing Vehicles & Machinery (Life 5 years) 
~ 6,307,200,000 x 0,2310 - 1580 922.128i 

J Existing Tools & Shop Equipment (Life 5 years) 
r ~ 649,999,000 x 0,2310 - 1580 95.031 
I 
i US, 1,166.526 

c. Annual Cost of Maintenance Operations. 

Price Basis Jan. 1965. 

Personnel 6,904,940.8 8,535,4:;4.0 

Social Benefits 2,063,886.8 2,551,241.8 

Fuel & Lubricants 852,001.3 4,347,j82.3 

Spare Parts (5% per years) 2,046,849. 0 
238,000.0 

Tools & Shop Supplies 430,340.0 

Materials 1,260,096.8 5,525,669.0 

Materials f. Regional Roads 50,000.0 50,000.0 

Total 	 11,368,925.7 23,486,916.1 

Total Converted to USf 
. (DS 1820 =- USf 1.00 



Table ~.l. 
AHHUAL COST DlCRlASI PAC!'ORS. 

ANNEX II 
Exhibit 7, Page 4 of

Assumed annual ooat inoreaae: 5~ per year 

Monthly cost increases: 1· \/1.55 - 1 • 0,0371 or 3.7l~ 
Prioe at any given months: Pm :: Po (1 +1)n 

where Pm - prioe at &n7 given month 

Po • base price 

i-rate ot monthly cost 1norease 

n - number ot months expired between price
levels Po and Pm 

A. General Me~chandise. 

Annual cost CA ot known annual quantity purohased in equal 

monthly quantities at price levels changing monthly: 

Let (1+ 1) a r 

12CA Po Lr+ r2+ r'+ •.................+rll+ r 1.2772 Po, 
1:1 III 

12 


Where Po = base prioe at begin ot year. 


B. Motor Fuel & Lubricants. 

Annual cost PF of known annual quantity purchased in equal. 

Quarterly quantitl~~ at average quarter17 prices which are oonstant 

throughout eaoh quarter: 

Cp D ~ .!.±..!:\~+~ t ~.+ r 4
4,.5+ r6 +r6+ r!+r8+r9 +~i·rlO+rll+rl~[ 

CF • 1.2559 Po , where Po - base price at beginn1ng ot 
year 

C. For Wyes. 

Assume one wage inorease ot 7~ atartins in S.pte_bar ot the 

tirst 7ear. The total azmuaf Rse 1a Owl - !..PA+ - x 1.7 PA 
12 

• 1.233 Po , where Po - Annual .... 1•••1 at bel1n ot 7.ar. 



I Table 21 (oont.) 
ANNEX II.
Exhibit 7, Page 5 of 5 

Assuming a 5~ wage 1norease 1n September ot the seoond year, the 

total annual wage for the seoond year is 

8 x 1.70 Po + 4 x 1.7 x 1.55 Po • 2.0116 PoCw2 - -----------
12 


where Po = Annual Wage Level at beg1n ot t1rst year. 
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AVERAGE DIRECT MAINTENANCE EXPENDITURES IN czt/Km. 

Expressed in Constant Cruzeiros, price 	base Dec.64/Jan.65 
EQ.UIV.US$/mi1e

czt/lon. (01 1820 = US$ 1.~0) 


1953 315-696 279 


1954 290 714 257 


1955 317 450 281 


1956 -273 144 242 


1957 503 749 445 


1958 528 346 467 


1959 299 806 265 


1960 303 732 269 


1961 355 635 314 


1962 425 043 376 


1963 474 084 419 


1964 714 757 632 


1965 951 985 1 077 


1966 1 384 147 1 565 


1967 1 466 008 1 658 


http:Dec.64/Jan.65
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!.NNEX II 
Exhibit 8, Page 2 0:PART III 

Direct Benefits. 

The project is targeted at providing the state of Minas Gerais 

with a maintenanoe organization fully capable of maintaining and 

gradually upgrading the state highway system. Taking the annual 

maintenance expend~tures presented in Table 24 as a rough indica

tion of past maintenance activity and setting the estimated annual 

maintenance cost for the first year of full operation in 1967 as 

equal to 100, it appears that the level of road maintenance will be 

raised from the present level of 48.8% to 100,% upon implementation 

of the project and completion of the training program. 

Immediate benefits from this increased highway maintenance 

will accrue to the economy of the state in the form of reduced 

vehicle operating costs and savings in travel time. Wh~n the state 

highways are upgraded to provide year-round trafficability, further 

reductions in transport costs will result from elimination of 

standing delays on transport routes that presently become impassable 

during heaVlr rains. 

A comparison of the annual value of these benefits with the 

annual cost of the project is presented in the following paragraphs 

to permit ~valuation of the direct return anticipated from the 

proposed investment for highway maintenance. The method ofenalysis 

used herein is based on data published by the American As.ociation 

of state HighWay Offioials in the 1960 report on -Road User Benefit 

Analysis tor Highway Imprgve.ents-. 
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Vehicle Operating Costs. Exhibit 8, Page 3 of l() 

Because of a lACk of precise and sufficiently detailed information 

on vehicle operating costs in Brazil for use in such analysis, the 

evaluation of these costs has been based on the data presented in 

the A;SHO report, adapted to presently prevailing price levels in 

Brazil. In order to make all costs comparutle, the cruzeiro costs 

have been conVE''t'ted to US. Dollars at the rate of' exchange valid at 

the date of the particular price quotation used. Composite venicle 

;rices hav0 been established on the basis of the distribution of 

the v~rious make~ presented in the enclosc~ Tables 25 and 26. The 

bu::;.l.c values used are as follows: 

Composite Passenger Car US$ 3,3~O.OO 

Composite Truck US$ 7,287.00 

Passenger Car Tire US$ 19.47 

Composite Truck Tire US$ 81.64 

Gasoline, U.S. gal. US$ 0.308 

Oil, U.S. gal. US$ 1.486 

Passenger Car Driver US$ O.26/yr. 

Truck Driver US$ 832.00/yr. 

Helper US$ 4l6.00/yr. 

The DER/MG has classified the State Highways'in the following 

~ategories: 

Class I - Paved Highways • Total 1325 kID. 

Class II - Unsurfaced Roads built to DER/MG design 

standards, generally with aggregate - Stabilized wearing surfaces and 

other highways with sufficient traffic to warrant inclusion in this 

group. Total 4708 km. 
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Class III - Unsurfaced Roads of lesser design 

standards and roads without definite design standards with Partially 

Stabilized wearing surfaces. Total 4592 km. 

Class IV - Unimproved Earth Roads with traffic 

of less than 100 vpd. Total 5281 km. 

Accordingly, these cateeories were used to reflect the state 

o~ tile road surfaces. The operating costs for passenger ~ars on paved 

ILi.3hways were developed from the AASHO data for normal operation on 

r'untl i1i!;hways, for Class II roads in good condition from those for 

100se surface highways, and for Class IV roads in good condition from 

tile AASHO da~a for unsurfaced roads. The vehicle operatinG costs 

for Class III highways were taken as intermediate between those for 

Class II and Class IV roads. 

I'. Doyen, in an article published in "Estudes Routieres" in 

1960, presented an analysis of the AASHO data, givinG ti.1e percentage 

increase in runnine costs on roads in bad condition compared with 

:Jlain surfaces as varying from 18 to 21p depending on the runnine; 

speed. In the absence uf other readily applicable data these values 

have been used to reflect the differences in operating costs due to 

the status of the road surfaces. 

Based on our analysis of actual weighing of trucks in transit 

made bJr the DNER, the average gross vehicle weight of 9. composite 

truck, represe~ting the average traffic composition on the state 

highways, was established as 11.65 metric tons. Research Report 9-A 

by the Highway Research Board gives the running speed for such truck 

as 60 km/hr, and the fuel consumption as 0.35 Ilion on paved highways. 
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This latter value compares with n,:~tual measurements by the DER/MG, 

of an average consumption of 0.32 l/km for OJ: -. and two-year old 

vei1i.':les. In accordance with the method outlined in the AASHO report, 

a ratio factor was calculatc'd for each separate cost item to obtain 

the operating costs for trucks on the basis of the data presente0 

ill the report-. 

'rile reduction in operati Itt; costs for vehicleG tr'avelling on 

vlell-maintained highways versus roads in poor condition calculated 

eLl this basis~ and expressed ill u.s. cents per km per vehicle are 

.;ummarizeci. a.3 follows: 

TYPE OF ROAD 

Class I Class II Class III Class 
IV 

Passenger Cars 0.9 1.2 1.7 " c.;; 

Trucks 2.0 4.7 6.6 9.4 

Traffic Volume. 

Records of traffic counts made by the DER/MG and DNER on high

ways in the state are presented in the enclosed Table 27. These 

traffic counts were classified according to the class of road in 

order to obtain the average daily traffic volumes summarized belm'l: 

AVERAGE DAILY TRAFFIC 
Passenger Cars Buses Trucks Total 

% % % VpD 

Class I Paved Highway 
(Federal Roads excluded} 20 21 59 750 
Class II Roads 16 7 77 175 
Class III Roads 36 12 52 120 
Class IV Roads 50 5 45 37 
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These traffic volumes give a fair indic~_~on of the transport 

activities on the various roads and have been used to represent the 

traffic volumes on those roads for which actual traffic counts are 

not presently available. 

Since these traffic counts are not available to permit a 

reliable estimate of future traffic increases, and because the traffic 

growth is likely to vary from one route to another, the annual 

increase in o~erale traffic volume has been assumed as being 

l'epresented by the increase in motor vehicle registration. B'rom the 

dara ~resented in Table No. 28 the average annual increase in motor 

vehicle registration ".TaS found to be 11. S?~. 

On the basis of the data presented in Table 3, the increase 

in traffic volume as measured by gasoline consumption was 17.0~ per 

year, and as indicated by diesel fuel consumption 11.8% per year. 

Accordingly, the normal increase in traffic volume has been assumed 

as 11.5% per year. 

Estimate of savings in Vehicle Operating Costs. 

As indicated by the rainfall statistics presented in Table 29 

the mean annual number of days of rain in Minas Gerais is 120 days 

per year. In their present condition the unsurfaced State highways 

become rapidly impassable during heavy rains. Further, the earth 

roads also become untrafficable for varying periods of time during 

prolonged light rains. Depending on the relative condition and 

firmness of the various types of road surfaces, it has been 

conservatively assumed for the purpose of this analysis that the 

state highways are impassable for the following minimum number of 

days: 
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Class I Paved Highways o days/year 

Class II Roads 3 days/year 

Class III Roads 20 days/year 

Class IV Roads 30 days/year 

On the basis of the considerations presented in the preceeding 

paragraphs, the savings in vehicle operating costs resulting from 

improved road maintenance during the first year of full maintenance 

o~)erations after implementation of the project and completion of 

the training program are estimated as shown below. The period of 

analysis of one year has been selected because ~t is felt that the 

basic underlying traffic data do not permit a reasonable estimate 

of future traffic for longer periods. On the basis of the condition 

survey of the paved State hiehways presented in the enclosed Table 

30, it has been assumed that savings in vehicle operating costs 

from improved maintenance of paved roads Vlill accrue only to traffic 

using the 616 km of paved highways which are in poor condition. 

Accordingly, the total annual savings in vehicle operating 

cost resulting from i~proved maintenance of the state highway system 

in 1967 are estimated as follows: 

Class I Paved Highways: 

208 cpd x 616 km x 365 days x 0.009 $/km = 411,547 
832 tpd A 616 km x 365 days x 0.020 $/l{m =3,754,432 4, 165,.272 

Class II Roads: 

39 cpd .x 4708 km ~ ·(365-3)days xO.012$/km= 810,904 
204 tpdx4708km x(365-3)days xO.047 $/km = ~,2l9,103 17P30,007 



I 

ANNEX II I
Exhibit 8, Page 8 of 16 

Class III Roads: 

60 cpd x 4592km x(365-20)days xO.017 '/krn~ 1,634,780 
107 tpd x4592km x(365-20)days xO.066 $/km =11,128,573 12,76),:553 

Class IV Roads: 

28 cpd x528lkm x(365-30)days xO.023 $/km = 1,134,369 
28 tpd x5281km x(365-30)days xO.094 $/l<m = 4,647,441 5,781,816 

TOTAL Annual Road User Savings $ )9,711,155 

HeCUl'Il on the Investment. 

The direct return on the proposed investment for improved 

ili.Cl1\'/ay maintenance in the form of reduced vehicle operating costs 

1::.; compared to the annual cost of the improved maintenance according 

to the following ratio: 

Us 

Direct Benefit Ratio = .---------

where Us - Annual Road User Savin2:s resultine from the 
increased maintennnce expenditure. 

C2 - Total Annual Cost of the investment for Maintenance 
after implementation of the project. 

Cl - Total Annual Cost 01 the investment for maintenance 
made prior to the implementation of the project. 

r·h - Tota2. Annual Naintenance Operating Cost after 
implementation of the project end completion of the 
training program. 

l'~l - Total Annual I-1aintenance Operanting Cost prior to 
Implementation of the project. 

Using the Road user Savings computed in the proceeding paragraph~ 

and the annual costs calculated according to Table 20, the direct 

benefit ratio is found to be 
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39,741,155 
-----------------. 2.83
8,539,337 - 1,166,526 + 12,904,899 - 6,246,662 

Accordingly, the proposed increase in recurrent oap1tal costs 

for maintenanoe facilities of f 7,;72,811 pe~ year plus an addition

al expenditure for maintenance operations of $ 6,658,237 per year 

will result in direct benefits to road users amounting to 2.8 times 

the additional annual cost. 

Comparison of the proposed additional investment with the 

umlual road user savings indicates that the ent~re capital invest

ment of US$ l~l" 342,123 will be returned to the economy of the state 

within a period of little more than one year (12.5 months). Further, 

the entire amount of the loan of $ 24,501,790 requested from USAID 

will be fully returned in the form of savings in vehicle operating 

costs within a period of 7.4 months. 

Apart from decreased fuel and oil consu' aption, reduced tire 

wear, lower vehicle maintenance costs and shorter travel time, 

additional benefits to road users will result from upgrading of 

unsurfaced roads to provide year-round trafficab11ity on the state 

highways. Because of the absence of sufficiently detailed traffic 

studies for the entire State Highway System, a direct estimate of 

the number of vehicles stopped on impassable roads or prevented 

from travelling during rainy periods cannot be made. However, the 

amount of gross income lost to the transport industry operating 

within the State can be estimated from the daily traff.ic volume 

expressed in vehicle-Kilometers and the average tonnage transported 

per truck. 

From our analysis of actual weighing ot trucks in transit 

carried out b7 the DHIR, the mean gross vehicle .eiSht was tound 

http:traff.ic
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to be 11665 tons and the m~an net we1ght 4.15 tons, giving the 

mean tonnage transported per truck as 7.5 tons. Using the number 

01' days during which road tr~ffic will be interrupted by rain, and 

the average daily truck traffic as in the preceeding analysis, and 

considering the preval11ng transport rate of 40 Q$/to~ = 3.5 

us j per ton-mile, the income lost to the trucking industry becauF-e 

of impassable ,,'oads is conservati'\i'ely estimated as follows: 

Class I Paved Highways - assume no traffic interruption 

Unsurfaced Roads: 

Class II : 187 tpd x 4708 Km x 3 day~ x 0.163 $/veh.Km - 429,457 

Class I!I: 86 tpd x 4592 Km x 20 days x 0.163 $/vell.KIn = 1,284,254 

Class IV: 23 tpd x 5281 Km x 30 days x 0.163 $/veh.Km - 592,497 

Total Income Lost per year $ 2,306,208 

This amount represents the loss of income to the trucking 

industry in 1967, if the unsurfaced state highways remain impassab1~ 

during wet weather due to limited maintenance facilities. 

Other Imruediate Benefits. 

In accordance with the equipment requirements given in the 

original loan application and the implementation plan presented in 

the preceeding ohapter J the total valu~ of equipmentm be obtained 

from manufaoturers in Brazil is estimattd at US$ 1'.5 million. 

These purohases will in turn produoe inoo~~ to manufaotur1ng em

ployees and parts and material suppliers and t~e1r employees, and 

w1ll be a st1mulul to the looal II&rket. Ua1nc the lenerally 

aocepted value ot 2.75 tor the inoa.e senerat1n! capac1ty ot 
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currency in Brazil aa a ~ultiplier, the resultant increaae in 

gross national 1ncome w1ll be roughly $ 45 million. 

As a result of the proposed total investment of US$ 41.3 

million, a total of 2757 new jobs w1ll be created with1n the 

department, representing an 1nvestment of US$ 1500 for each new 

job created. The annual payroll for new employment created upon 

implementation of the project will total US$ l,13~,500. While 

cornparatively sinall in relation to total income wi tb.:!,n the State, 

the effect of this additional employment will be significant since 

the new jobs will be located in outly1ng areas with low per capita 

income. 

Ind~rect Benefits. 

In addition to the road user savings and the employment 

created by the project, indirect benefits from upgrading of the 

highway system accrue to the economy of the state and the nation 

as a whole due to the following factors: 

1. 	 improvement of access to ex1sting markets for local agricul

tural and industrial products. 

2. 	 facilitating of access to additional markets. 

3. 	 provision of improved tranaport routes for import of goods 

produced outside of the area. 


~. reduction of transport costs. 


5. 	 inducement of increased inter-regional traffic and trade. 

The interaction ot these tactors encourages increased agri 

cultural production and w1ll stimulate cultivation of additional 
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acreage. It promotes greater industrial production and induces 

establishment of additional enterprises in areas that are now 

avoided because of limited and questionable accessibility. It 

will further encourage exploitation of the mineral resources of 

the state and will bring into production mines which cannot now 

profitably transport ores for sale on distant markets. Increased 

agricultural, industrial and mining activity will lead to greater 

effective employment and higher individual incomes, and consequent

ly greater buying power. 

Unfortunately it is impossible to arrive at reliable estimates 

of these indirect benefits accruing to the communities served by 

the state Highway System, and to the adjacent areas because of the 

character and the interaction of the factors involved, because of 

a general absence of specific values of accepted accuracy for use 

in an analysis, and due to tIle lack of relevant statistics on 

economic growth following upgrading of highways or a highway system 

in comparable areas. Therefore, only rough indications of these 

effects can be given. 

The relative importance of the various physiographic regions 

of the state is indicated in the maps submitted together with this 

report, and in Appendix 6 of the original loan application. Com

pari.on ot traffic volume and direct road user benefits for the 

different types of state highways shows the following relationship: 
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Estimated Average 
Daily Traffio in 1967 
Vehicles ger Day 

Road User Benefit 
US, per Km per 

year. 

Class I Paved Highways 1040 6770 

Class II Roads (part1ally 
stabilized wearing surface) 243 3610 

Clas.~ III Unsurfaced Roads 167 2780 

Class IV Earth Roads 56 1095 

Accordingly, the direct benefits will be greatest in the 

southern and southeastern area of the State which have already 

reached a certain stage of economic development and are served 

by a comparatively dense highway network of higher class roads. 

With improved highway facilities in these areas new wealth will be 

brought into circulation because products can then be sold to 

consumers more cheaply and demand for them increases; there will 

also be a tendency to speacialize activities according to the 

suitability of the surrounding~, as reflected in greater decentra

lization of industrial and commercial activities. Since, the 

project is concerned with upgrading the tratficability of existing 

road transport routes which in the more developed areas of the 

state already carry substantial traffiC, the indirect benefits 

derived from implementation of the projeot in these areas will be 

proportional to the direct benefits. 

The less developed and depressed areas in the northern part 

of tne state are served by fewer roads. The Class III and Class 

IV earth roads predominant in these areas const1tute the major 

aocess routes and their condition is of vital importance t~ the 

local economy. While the direct road user benetits derived trom 

imple.'ntation of the project in th••e reSion. will be rolllb17 
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one s1xth ot those 1n the morejeveloped areas, the mere tact of 

ensuring constant traffic along arterial routes which are preRent

ly out off in bad weather ~ill have a disproportionally lal,lge 

effect on the economy. Upgreding of the major transport routes 

and provision of year-r01.md trafficability 1.n these regions will 

lead ~o increased sales of local products to other zones in return 

for other products, creating new needs through intensified contacts 

between neie-hbouring populations. The latent resources of the 

northern and r.orthwestern portions of the state can then be more 

effectively mobilized. 

An indicat10n of the incentive for additonal production 

and increased trade resulting from the implementation of the 

project may be obtained from estimates of the present und potential 

transport volume. Using the truck traffic volumes and the mean 

tonnage transported per truck as in the preceeding analysis, and 

co~sidering ,a normal increase in vehicular traffic of 11.5,% per year 

indepel1dent of the effects of the project, the annual transport 

volume h~ndled on the state Highway System in 1967 is estimated as 

follows: 

Class I Paved Highways: 

613 tpd x 1325 Km x 365 days • 296,462,125 

Unsurtaced Roads: 

Class II: 187 tpd x 4708 Km x 362 days • 318,703,352 

Class III: 86 tpd x 4592 Km x 345 days • 136,244,640 

Class IV: 23 tpd x 5281 Km x 335 days • 40,690,105 
Total veh.-~7ear: 192,100,222 


Total annual transport volume in 1961: 


192,100,222 veh.-Im x 185 t./veh. • 5,940.7 .11110n ton-~7.ar. 


http:ton-~7.ar
http:year-r01.md
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Disregarding the additional traffic that will be generated 

due to improved road conditions, this annual traffic volume can 

be increased by at least 106.4 million ton-Km per year or roughly 

~ due to provision ot' year-round traff.icabili ty. Due to the 

higher driving speeds possible on well maintained road surfaces, 

the travel times on the state highways will be reduced by an 

estimated average of 43.)%. If this potential were fully realized, 

the annual volume of road transport could b~ increased by 2,572.3 

million ton-Kilometers per year without substantial increase of 

the trucking fleet, representing a potential income to the truck

ing industry of US$ 53 million. 

Thp, highway transport rates presently quoted in Minas 

Gerais for transport on unsurfaced roads are 20,% higher than the 

rates for transport on paved highways. A reduction of only ~ 

( 2 Q1 per ton-Km) in the transport charges for unsurfaced high

ways would result in annual savings of: 

3,717.3 ton-~year x 01 2.0 =1820 = US$ 4,023,655 per year 

This possible reduction in road transport cost represents 

55% of the annual cost of the proposed investment for improved 

highway maintenance facilities. 

On the basis of the above considerationF, the entire 

state Highway System has been included in establishing the project 

requirements. Since the entire amount ot the proposed capital 

investment will be returned to the economy of the State in the 

form of direct road user savings w1thin a period of little more 

tl~n one year, and because the ind1rect benefits will be dis

proportionally greater in the leas developed northern rel1on8~ 
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the eoonow~o impaot of the proj_ot should mak~ itself felt through

out the entir~ State almost immediately after full highway main

tenance oapabilities have been established. The upgrading of road 

transport faoilities throu&~ the proposed inorease of maintenanoe 

operations is an important part of the development polioy of the 

State. It 1s 1ntegrated with other measures of the State Govern

ment aimed at stimulating economio growth, suoh as the financing 

of small and medium size enterprises by the Development Bank of 

Minas Gerais (Banco do Desenvolvimento de Minas Gerais), the 

rural storage prOGram of the Warehouse and Silo Con~'pany (CASEMG) 

and the cont~nuing investment in rural eleotrification by the 

Electric Company of Minas Gerais (CEMIG). 
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MIN A S G ERA ISS TAT E H I G H WAY D EPA R T MEN T 

ESTIMATED RECEIPTS 1965 TlffiOUGH 197j. 

In Million Cruzeiros (Cr$ 1,000,000) 
-" 

TOT A L DER-QUOTA of DER-QUOTA S TAT E ESTIMATED TOTAL DER/MG RECEIPrS 
YEA R NATIONAL NATIONAL NATIONAL BUDGET Ll constant corrected for 

Cruzeiros !nflationary 
HIGHWAY FUND HIGHWAY FUND PAVIIJG FUND ALLOCATION Dec .. 64 prices changes 

1959 876 140 1.692 2. '(08
1960 
1961 

950 
2_128 

276 
300 

1.389 
1.451 

2.615 
3.879 

1962 ).015 5.069 G.084 
1963 5.395 3.300 9.195 
1964 10.183 22.144 32.327 
1965 560.005 25.072 25.072 50.144 68.959 
1966 595.264 26.650 26.650 53.300 113.632 
1967 633.095 28 •.,;44 23.344 56.688 187.256 
1968 673.584 30.156 30.156 00.312 308.799 
1969 717.066 32.103 32.103 64.206 886.656 
1970 779.532 34.900 34.900 69.800 1,493.950
1971 832.930 37.291 37.291 74.582 1,422.267 
1972 889.985 44.770 44.770 69.540 2,646.681 
1973 950.950 47.837 47.837 95.674 4,383.414 
1974 1,016.090 51.11.5 51.113 102.226 7,259.727 
1975 1,085.692 54.615 54.615 109.230 12,023.354 

MI~Note: 	 Totul DER/r.1G receipts for 1959 through 1963 ~ ~ 
are actual rece~pts as shOVln in the accounting 0' t:I 

records of the Departme~t, for 1961 from thb ~H8 
H-"""" 

I-'H"'dtotal budGet.::; approved by the State HiGhway Council. 
I 

loU 
"'d I-' 

t ... 
OQ 
~ t-3 

Pro 0....I-' 
CI) 

0,..., 
I-' '-" 

..• _._-_._-----

http:DER/r.1G


I 

.&OIII" 


iJlt10UIIl IUp., J'wI4 


i.~~11.1.'J:'~..L ;"'"lU. iI\md 


•. , ..,'",j j,J L .J~tjL1'u 

,iGad '1';, Ua 


'.".1.:. In···l!t ' ~Jt; 


..' "., 1 


... ".'1 J" i.);" .JOtl" lr,'e....t 


C ......H....... d.iO.J.d 


I 
I 	 t'].·.·,. 

ji~ll:du ilO\. ...t.,~AUAed IIlI till.o.ted 
I 

:.;uh..; c.; il".)</! ~...1,,,,,t,LJ ~ ntllila I 
,tiJ, ". U a ,H.O'Il·, lila iii pta I 
;.J"jll..i.;:,l.·~l1v I ot t.l~l!..l.lJd ""rica I 

A_m , 
bhl)U, ., .... 1 of 3 

III" , •• AI. "'t. 11_ •• ', "'AI~.'lt 

• 'II'IOI'L .t"I.II~' • 

III &ouq.. er...1.... ( Crt 1,100 ) 

19'5 9 1 9 6 , 1 ,451151' 0 

2,118,_ 

UI,OOG 1l145,,)O ,.,000 
1,692,251 

87',161 "',toO 

1,)88,1'T 1,'51,552 


11,.02 
 19,067 5,195 


10,222 
 1,700 

1, no 
12,611 6,7297,803',1" 

6,000 

55 

16,50, 

1,858 2,123 3,2231,01' 

ao,ooo9O,~11 132,281Jl,9852',53' 

,,6088,816 5,260 

',662 

',lJ6 

5,1l:' 10,'13 '55,713 

33 

16,111 21,02} 1,498 

..,595 

8,555 

'1 9601888i::.liu,'l'vl·"L - 'J,::l1 ..... .ty h"'!61pta I 2 1772,64.0 2.~1.~ 6169512~ 

I 

I 


i 	 ,-,cd '.:HJ of .Hotal &t.llttl 

S .. lef of Other .~s.ets: 

JUll· 'l,(tr/d, - C&jjl tal HdO.ti,ts 

I 
JJ£JI·~Q.t,".j i~·;.L..\..<..)\ .... ,.;.tJ VAi .-uud. 

I 
:: .1·llc(;;.i l,' 1nb'd f'ud.. l." 

SUB·'!,/l'A I A'.~ \ ,\ 'I, t.t;~ ,1<'0011 vaLlo 

i 
~jj b.J\J1 l'AJ1Ct,U'::' 1,'::n:I"

; 
! 1'l'''~df"li! ,){ (;n,,,l1. VI,dcilt..loud I 
i, IJt;h· '."0'1''\ i, .- l>Al,'<)vld''''J"Y R4ulpta 

I 
! ~~)II'.\l. DL:j~qt~Pj Rrlc~1pts 

VlOrloul> C:ced~,.I,, JI1B-TOTAL - JCttl'abll4ae\aJ7 
Reoeipta 

I c.tsh }36.lanee 

atnJc .BIllano. 


outstandlna Acooun~a 


SUB-fO'l'AL - CIIl'l'J OYeZ' trea paat,..r 

,_. 

18,105,4.061,,~1,9T2 )8,299,0'1 

-
5,21',5'8TO~AL IICIIP~B ,,'08,858 " }84.,4.Q 

10,000131 515~l~ ~~~ 

I 5,622,(00
I 

80,00{)86,516 28,311 '0,123, 
i. 2,289,880 '1)00,560 5£702100086,516 28,317 '0,12, 

871,,8, 1,"0,838 

871,4,8, 1,}40,8)8 

2. 8771,s02.6211,60 l4.1~~1I!I1~196~.8o.2.n6.IIO 
,}6,869 1,006,09158',}8' 

584.,,a, 1,0061°91 '1 09212'6~ 

1,22, ,2,3563,118',4.4.2 

118,127 295,539 

',506 

,1,930 }20,6'9 
82,6855,959 2',n1 

}51,666;:!!1.122 ~lli!I! 

14.,000 

205,3'2 

20,767 

7,000 

3,000 

l4.,009 5,000 

98,465 
I 

83,000 

321 587 1 °3191616£'~ 

~},2161217 

I j8,126 
It 

'"512,91, ..," 
!D}6,n9 

~Z.818 

200 

I 

http:18,105,4.06


---

-----

".. ----T"," ·.,.....,....,.--.--:-.1....... 1;: 
 ..~·r~· 


......,.' ••A>.~" 0) · ...:~t,· I~ .• ~''''.' ••\i;'.:~~-' oliO. ~m 
_ . ~s.:tt .,". ~,' ,'.',' ;'-1' .:" .. \'~ " .:.. /' . .~','11 

..;.... ~ I' 	• ,. • ........." I (." " " , , ">- 1Idd.b1t il, l'ase 2 ()f 3
0, • 

" "":~'t'f " 	 I 

• Z ••• ~. a'a, '-:~::"~~.""\ Jl I 0 H Ii 1 , : " I' •..• , ... , 
:; . ; 	 J .q:~ .' I 

\ ~ ) 
'p. ·:i·$1" ....... .. . 	 , 

,6\,.1 , , t I' ~l 1 • , 1J 	 DXIJI7J181. "f' 1 96.1 l!_' 	,'-	 .. - .. ~.' , .~i'
f tUt::.a~;'--·---'-· 5,310,373965,84.l•.•:'117,'" JTI,I'~ 5U,ft2 
! ...............
- .. *".~ •..... ··v .. -..... ....... ""- ...... 

,f: ~:1 ~ ~~.,Jl'!' 11.!J., ",\;0:.. 

·"t-,\~.il.~!;'" .1, t, la, lJ J I. t .~ , .ttl. 

• 	 J ~ ) 1.• 1 . ~.J~) 1,,.,,;'1 ... c :,wi.Ubl!~ 
"h, .,... i. '1'/" '. .tJ. () ~1J." 
'.;j L 	 ;.!;~; ..1 .. t.l .t1.", 

~1~.';J..41.t ...... 
;l lJ'to.'. J'., U. .. •..P\il·t;. 

t/- .J .11 .,l./!. ,j ,., .t.;~ii •. rtOl,dl5l' ~ 

1'illt.1Lati":.\Ji..'J. " (' ~.,tl' ...lA& 1 lW...11i1 

Ih. t.. t t 1~Hi'1l,41t ~ 

l':ll.Q 1 .i i .... 1.J4 .1 ~ .... .i.lt. !J 


WJ >;A.l .$ i' ... CL~ ~ Ki .. .). tUllte 


dU~ ·'1',.'l'AI. . ~11J.t.el...n."" 

lnpendltur.,. 

',!. !,.;.oJ'';'..it i;U. J.'" r- ¢..:~ it. l~":l''''''l.l t. LL "6 II 

It,H :l \J,.'d ... t oC .'~ rio ;,,,.It.41 ~hJ1J 

;i'l..-t.l J ..,It·~'!tt3 .~ \'L"("tJII ·. .,.. .. 1 t.n• 

Ii.) 1'1 I.• " •• ) j~" .~llltJ on 

BUt) lVI'AI, Hoo" I ~r()Jl6lrtl 

I 

I 

I 

I 

I 


II 

L,..-&.st.ll;6I1tS &; Iapr-ove_ntll 
! 

CUl .. ,; ;o.,pl~'';ILL .5.. k\.Ilnitur"" I 
I

hI.. " 1 ... ,\1., L,l ; ...L1",h•• & ~ulpaltnt I 

1'\41'"!.AiIIli of .':I.hOp lItitU{.an' 


SUs.· 'lO'!'AL (itlllr u ••t. 

, 

I 

1,161,200lU,U6 18),175 51.8,622'l,~ 11,4M, 
100,400596,~3177.~~' m,n~'· "",(10"',501 

2,278,5311~,820 77,752 255,10"7,6,'" ~.'20 

136,0()0.,a5 a,,~212,101 Yl',64,72,'" 
I 

2,4.04.,170 il,986/~04619,'72 m,rTa l,27','16o':;".,s 
I 
II 

122,000 I 
I 	

I 

}63,511 I 4.61,'-85 77-':1,135 1,54.9,274. ,3,2'71,935 ),921,570 

21#0'2 I 25.'589 38,961 5,U9 
i 
I 

4.#195 6,110 : 9,087 10,4.70I 

I'!J.m 10,000 
I 

I _
}94..H5 .29',18' 81&, !2~ : 1,565,193 

I 
! 
I 

850,31.13 :2,122,663 1,7«i,161 ' 2,839,953 

i 
I 

I 

17,662 61.,363 '9,357 

516,5'235,,~ I ~1 

20,097 I )o,oni) 

I 410,000 

8<;0.000 
I 238,510 ! 

I3,292,032 5,469,510 : 

. , ,5,696,202 "1. ' .• 

"-----.- I 

I I 

Go, 000 

120,000 

76,Uo 180,000 ! 

40,000 

72,600 2,950,000 

114,147 101,000 

186,7'7 3,091,000 

f--~~----~.----,~~-~-~~~·~~,~~~~~~~~~~~~~~~, 
6e5,899 262,887 3.C'71 ,00016'.'11P,'"L~~L -a&plt~l !KY••'''''. 

http:850,31.13
http:L,..-&.st
http:11J.t.el
http:1~.';J..41
http:t-,\~.il


-----

I 

-- _.-
MIN A S G E n A I S S TAT E HIGHWAY DEPARTM~NT 


Al'llIEX III 
- FIN A N C I A L STATEMENTS - Exhibit 2, Page 3 of 3 


In Thousand Cruze1ros ( Cr$ 1,000 ) 

DIS BuR S E MEN T S 1 960 
 1 961 
 1 962
1 959 
 1 964
1 963 
-
Planning & Design 13,221 15,060 22,899 60,858 90,90030,986 

Research & InveGtigat10ns 2,500 5,000 42,0007,500 - -
1,308,845Highway Construction 1,431,428 1,715,053 4,228,594 10,611,0002,774,608 

Ex;.-.'opriations 7,406 6,309 16,719 18,468 50,00011,997 

; SUB-TOTAL - Cor;struct1on I

Expenditures 1,463,485 1 1,751 ,761 10,793,9001,331,972 2,822'313 1"3<",920 

i 


I 

I 


I
.: Jelc~:1tea Cont;truction d,111,OOO 

S"'l'vices to T:11rd Parties 80,000I 

SUB-TOTA~ - Reimh1lrsable Expenses 2,289,880 , 3,300,560 I8,191,000 

I 

I

Retirement of Promissary Notes 429,625 

A'llortization of Equipment 

Financing 
 228,100 

Repayment of L02ns 200,000 

Other Highway O~liGations I 
 2,:'00
I 


860,2253UB-TOTAL - Retirement of Debts I 
,I 

i 


I 
 30,147 1 5,554 i
Bank Charges I 

I 86,012Interest on LoanG & Debts 25,070 : 604,85<: 
I 


28,624 604,032I I 116,159
SUR-TOTAL - Interests 
I i 


'rOTAL BUDGETARY F~PENDITURES 216~2114~ i ~a.'C212,~2 I dI6241204113,S-:;ll)1195 :3d,£l99,Oj1 "'1280a01 
, I
I ,ITO T , L - Extcabudget~,

Expendi tUl'E:S 800,))~ ~4(),79j , 1,101,650 
I 

4,069,950 I 3,830,626 
: 

,I 

,
j,1l8 32,356 8,126 : 42,02611,224Cash on Hand 

!320,639Bank Balance 118,727 
: 

295,559 512,913 58:: ,691 I ~ i 
 C" 
~82,6B, i 23,771 36,779 i 50,870Advances 5,959 III 


, ,, foSUB-TOTAL - Balances at end of 
204,530 327,895 557,iH8 ' 678,587Year 327,822 ~ 

; ~I
--------t- -----,' 
3,3<14,468 15,214,~483,408,858TOT A L 13,321,972118,105,406 31:l, c99,031, I 




MINAS GERAIS STATE H I GHWAY DEPARTMENT 

PROVISIONAL BUDG S 1965 - 1967 AID- DLC/ P-311 
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R E C E I P T S 1 9 6 5 1 9 6 6 1 9 U 'f 

Nat i onal Higll~luy Fund ;;1 179 :560.0 ~6 816 000.0 ~;.. 6~(,; VA". c.. 

J ta e Buut,;e t Allocat ion 34 479 360 .0 56 816 000 . 0 9;; 6c:G O'Jr, . I ) 
" 

~UB-TO'l'i1L 11~ Q~2 QQQ .Q li2Z ,,,, ~~~; . ~68 ~1'~8 12°.° 
Hcntals 3 500.0 11 1.09. '{ 1,; '(// e ~ 


l3ank Interests 15 000. 0 50 202 .7 u '" c. <l..:( . ' . 


Cvnc e:; s ion~ tc Services '270 000.0 880 831. 6 - ': (;j ~;~'{ . :. 


Fines 15 000.0 50 202 . 7 " ·: '-7 . '· 


Itei otll' 'ell1en\; !' . DeleGated Cons t r uction 6 600 000 .0 


].1 if;o e 11 lI eou" Heceipt c 1 . ;' 
25 ;';00 . 0 82 H9 . a --, . (..If): . c.. 

Sale f ' o f' l"i::ed Azse t~ :::0 000. 0 66 176. ) luG ',' ,1 . :" 

~al e:.; of Uns er viceable Items 6~0 000 . 0 23 7'.1') . '2 ': u - L i::u . v 

SUB-TOTAL l, iscel1aneous Hcccipts 7 :228 800 . 0 1 164 Z23 . 0 1 SF, 


TO'l'fIL 0' i nary Receipts . 0 114 Z~6 Z23. 0 1~ ·.1 2.'( ~ .t. 7. ~ • : 
76 ~~L ~20

US UD En,~ i l ceril L G ant --' 000. 0 ~r 

USi\ID Er,u lpmell;; Loall 7 O'-L 355. 0 :.l. 

'l'O'£iIL E::traordi 1arr Receipts 27 0~2 2~~ ' 
C\.4 J~ & un Il 11 " 19 942 . :5 

CO' uncl'c ia1 BanI,s 737 651 . 7 

Bar,~o do B1'us il - USAID Gl'an" 10;; 000 . 0 

'rl.... €;a •• Hlry oon s 2 336 700 . 0 

TOT/IL a.::.l anc e forl'lar 291,. . 1 6,~ ( 0<' :;' . 0 " '( 
'I'OTJ\L ImCEIP'rS 106 906 169. 1 115 ';1. 7'..-:_ . C 1':' ::; '-f ,;,, · 

..J _ , 
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In 'l'bWaand ' 0l'Ui.~. (~ ' 1,000) . 1D1b1t 3, Pbge 2 oj J 

1. Adm1nutrat1on. 

'/' 

Personnel. lncl. · loclal Benerita 

SUpp11es 

Fuel & Lubrlcants 

Costs 

TOTA~ Adm~nlstrative Expenditure 

Hlghway Ma1ntenance. 

Exist. Personnel, incl. Social Benefits 

lI do . Personnel under Civil Service Plat! 

Additional Per~onnel for Project 

SUB-'rOTA!. I.{a intenance Personnel 

/>1aintenance tllaterials - past level 

I'U .. . M".! !!: . Ma:arld.ls for Project 

1<1 !r. ~ eIla..11ce of Regional Roads 

Fuel &: Lubricants f 0. existing equi pment 

,; :dl '; i c l1al r uel &: L..bricam::s for Pro ject 

SU - TOTAL Mai:1tenance l1ate::-ials &: Sl,1ppl1es 

Ill:: i.. t erment r. 

u . .. i .. L .. i ~urc 

ul1ding Construct1un - H.Q. &: Central Shop 

auilding Construction - Residencies 

construction - BeJ~ Hor1zonte Bus Terminal 

Purchases of Real Estate 

SUB-TOTAL Real Bstate 

Office equipment &: furniture 

Highway Maintenance Equipment 

Vehicles &: Truoks 

Malntenance Equipment for Project 

Shop Equipment &Motors 

Shop Tools 

Shop Jquipment &Tools for Project 

Miscellaneous Permanent Itema 

SUB-!O!AL Other Pixed ' ••eta 

~ cap1tal lDve.t.ent. 

10 131 956.2 

703 874.1 

1 465 975.5 

12 301 805& 

2 896 950.0 

2. OU 969.7 

63 860: 0 

1 055 215.3

1 

6 143 644.4 

26 590 111.2 

38) 160.0 

574 ..~O.O 
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In Thousand Cru~e1ros (Cr. 1,000) 

Consulting Services 

Highl'lay Planning & Design 

Research &Testing 

: SUB-TOTAL - High\~ Engineering 

Highway Construc~i;:;(l 

Pav in 

SUB-TOTAL - Direct Construction Cost 

Expropriations 

TOl'AL High~lay Construction 

5. Re payment of Debts . 

USAID Loan 

lli61wcly Bonds 

USIIoIINAS Construction Loan 

GoverrU:lent Banl{s 

TOTAL Repayment of Debts 

llSAID Lo 1 

Governrn;m t Banl~s 

TOTAL Inter 

TOT A L E X PEN D I T U R E 

Balance at End of Year 

TOTALS 

1 966 196 7 

67<: 644. '( 

2)5 4,,:;.6 

544 945.0 908 070.) 

12 403 394.6 16}80 791.6 1<: 76~ 7~~.1 

22 217 845.0 24 007 727.4 54 498 747. 3 

34 621 239.6 10 388 519.0 67 26( q'.( 
~ 

102 176.6 242 331.1 40) ~36 . 3 

34 995 388. 

179 375.0 

953 651.7 

1 W 026.J 

8:; 011.0 

89 8)2.0 

24 559.0 

57 219.1 

256 621.1 

106 262 14;;.5 

175 795.1 68 576 1~9.< 

539 113.0 

87 707.0 

767 169. 0 

6<14 025.6 471 905.4 210 11:::.;" 

106 906 169.1 115 440 75 j .6 139 647 279. 10 



_ _ _ _ _ _ _ _ _ crl-: 7.1'; 11").;'S(5 pT.. ~.00 T·oan~ (bl'llion~ o? .) 

SECTORS AND PRO.JECTS 

Development Banks 
State & Regional Blm~ 
Private Enterprise - BND3 
Bank of the 1~ (n1~) 

Industry 
COPERDO 
COSIPA 
Belgo-Mineira 
Agos Anhanguera 

Transportation 
Rio Grande do SuI Road 
Rio-Sao Paulo Highway 
Goi~s Feeder Roads 
Paran~ Road 
Minas Gerais Road ~~G-4 
Santos Docks 
Minas Gerais Highway Htn ~q. 
Par~ Highway Uaintenance Sq. 
Recife Dry Docks 
Bahia Road 
Maranhao Road 
Rio Grande do Horte 

Power 
Furnas 
Peixoto 
Caxias do SuI 
CELG 
CBRNE 
Power Program Loan (l/e) 

5-10 
33 

3 

4.4 
15-20 

10 
7 

10 
10 

5-10 
5-10 

10 
4.0 

12 
1.0 
0.3 
7.0 
3.0 
2.6 

4·5 

2.';1 
3.~ 

2·5 
25.0 

'1.0 
33.0 

3.0 Alternative sources: DImE, CIlCR, FmmECE.' 

4.4 Initial 2.0 with 2.4 contingent on financial plan 
15.0 

BND~ 

10.0 
10.0 

2.0 
10.0 

V/ill be considered if availabilities increase. 
9.0 
1.0 
0.3 

3·5 


~~ 
&~ 
...... 

~letrotr~s proGram loan or possible dollar loan. c+ ~ 
BJetrobr~s pro,;ram loan. ~H 

'" 3.9 '1:1 
Trlol udell j n ,,,,an t nror;ram. Il' 

Po:c;sL'ble T'ed'lction to '0.C' if Peixoto is do~lar 
~ 
m 

f j nanccl. I-' 

o 
'4l 

I\) 



SECTORS l\2ID PRO.rr:CTS 

rlater 8: Sewage 
'.Vater Fund 8.0 G.O Balance throue;h erant program, if possible. 

Agricu1 ture 
Fertilizer ~!anufg. 
Mogiana Corp. 
Bank of Amazonas 

10.0 Possible da!Jar loan. 
Dollar Loan. 
C~;Crt 

Housing 
~bor Housine; 
Pernambuco 8&L 
Self-help Housing ?:a.ranhao 

(!!:o Hilton 

5-10 
2.8 
0.3 
2.0 

~~ationa~ =rousing funk. 
~'Ja t i anal 'fous ine; Bank. 
Will be considered if availabilities increase. 

TOTAL Allocations 
TOTAL Availabilities 

Deficit 

150.6 
146.2 

4.4 
,;. f I 

I 
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A • 1.D. Loa n No. 

DRAFT LOAN AUTHORIZATION 
Provided from: Alliance for Progress Funds 
Brazil - Minas Gerais Highway Decartment 

PurS'Ja"t to t,!':e authorit;[ vestFd i", 1htc Ad"IL',isLraior of the Agency for 
I:1ter:,a+ior.a' Develonmwlt ("A.LD.") b;,- the Fordg!1 AssistancE Act of 
!OS!, as ame~ded, and the de'egatio~ of authority issued thereunder, I 
heret:l alJ"horize the es+at!.ishment of a 'oan l>ursllant to Part I, C·.lapter 
2, Ti<e VI, Al'iance for Progress, of said Act to The State Hight-lay 
l'f;n3r T ·O"t of l-'i"as Gerais, Bra7,il "Bo1'roH8r") of not to exceed fiftee.1 
mi"io:. Ur,iter:l ~'ia".es do11ars::nt.;,OOO,ooo)Lo fi:ance t11e do"ar and 
loca~ cos'cS of' equirmer:t, materiaL, and services required to augme!1t 
the ::ta~e's inventory of highway maintenance equipment end spare parts, 
i!1c ~ uding the cost of cOLsul ti cg engineering. This :oa,l to be subject 
to the follo~ing terms and conditio!1s: 

1. 	 Interest and l'.crms of Eepaymen1;: 

a. 	 Borrower bhall repay the loan by paying to the Government of 
Srazil IIGovernment") Hithi:! Llenty '20) years from the first 
disbursement, including a grace period of not to exceed three 
(3) years \ "Borrower grace perioj II) tne equivalent of the 
United States dollar a~oants distursed. Borrower shall pay 
interest to the Government on the disbursed balance of the 
loan at the rate of ihree and one-half (3-1/2) percent per 
annum, exceptrhat interest aC(Tuing during the Borrower grace 
period lTIay be capi i a l iz8d as it accrues . .4.11 payme'1ts by 
Borrovrer to the Gover'~me~;t sha~' be pa;,"ab' e in the currency 
of Brazil, at a ra+e of excha'1ge determined as of a time and 
in a manner satisfactory to A.I.D. 

b. 	 The Gover~me~1 sha" ra~ to A.I.D.: 

(i) 	 the equiva ' e'1t in Uji1ed States do' 'ars, determined as of 
a time and in a manner ca'cu:ated to obtain renayment of 
all dol~ars disbursed p'US dollar interest, of all amounts 
paid to Government as follows: 
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(a) 	 all interest immediately upon receipt subject to 
Goverr.!'1ent's right to retain all nayments in excess 
of one (1) rerre~t rer an~um during a grace period 
of not to exceed tAn (10) years from thp first dis
burseme~t under the 10a:1 ""Joverr:mpnt grace reriod") 
and all ra~~e~ts in excess of two and one-half 
(2-1 /2) Derce~t ~er an~um thereafter, 

(b) 	 princioa 1 within forty La) years, including the 
Governme:lt grace period. 

(ii) 	 interest:in lJ:,i ted :"ta"es dol! ars of one !, 1 ) percent per 
anntl.'n duri"s rr.e :Jover::menT grace period, and two and 
o.,e-half i,;:- 1/2) perce:" fer a:-.r:um thereafter on all 
amounts of outstandi::g pri;-;cira~ paid hy i'lorrovler to 
GoveJ':.me!it from i he resrective dates of such payme::t s of 
principal. 

(iii) 	 i:1ierest in lJr:ited ,'tates dollal's of one 1) percent per 
annwn on the disl:ursed balance oft.he loan durir:g the 
Eorrower grace period, excep~ to the extent that interest 
in such amGunt is rayable to A. I.D. pursuant to paragraphs 
l;b) :i) and 1 b l ii) above. 

2. 	 Other T rms and Conditions 

a. 	 Equipnlent, materials, and services financed under the loan 
shall be Drocured from ihe United ~tates of America. 

b. 	 The loan :"ha l : h? secured or g-.lara':+epd j:: a ma:::,er acceotabl.e 
to A.J.D. 

c. 	 Prior to disturspn'p'~i, BorroweT s~la" T"'rovide E'vide'lce 
satisfactory to A.I.D. ihat Bra7i'ia'l curre'lcy fU'lds 'leeded 
for the l'ro,'ec i Hi" :-p avai'atlp. 

d. 	 The loan sha~~ be sut,'pct to such other ter!'1S and cO'lditions 
as A.I.D. ma;! deem advisabl_e. 

Administrator 

Date 




